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H.R. 866, A BILL TO PROHIBIT THE PROVI-
SION OF FINANCIAL ASSISTANCE BY THE
FEDERAL GOVERNMENT TO ANY PERSON
WHO IS MORE THAN 60 DAYS DELINQUENT
IN THE PAYMENT OF ANY CHILD SUPPORT
OBLIGATION

WEDNESDAY, JUNE 6, 2001

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT EFFICIENCY, FINANCIAL
MANAGEMENT AND INTERGOVERNMENTAL RELATIONS,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:05 a.m., in room
2154 Rayburn House Office Building, Hon. Stephen Horn (chair-
man of the subcommittee) presiding.

Present: Representatives Horn and Schakowsky.

Staff present: J. Russell George, staff director and chief counsel,
Bonnie Heald, professional staff member and director of commu-
nications; Scott Fagan and Chris Barkley, staff assistants; Alex
Hurowitz and Ryan Sullivan, interns; Michelle Ash, minority coun-
sel, David McMillen, minority professional staff member; Jean
Gosa, minority assistant clerk.

Mr. HORN. The Subcommittee on Government Efficiency, Finan-
Ci?il Management and Intergovernmental Relations will come to
order.

Today’s hearing will examine the merits and challenges of H.R.
866, sponsored by the gentleman from Florida, Representative Mi-
chael Bilirakis. This proposed legislation is designed to send a loud
and clear message to all parents that regardless of means and de-
spite other responsibilities, they must support the children they
bring into this world.

In essence, this is a hearing about the family, the soul of society
and the cornerstone of our Nation. As we are all aware, however,
the nature and structure of today’s family is vastly different from
that of a century ago or even 50 years ago.

Today, 20 percent of all children live with only one parent, a
mother or a father; more likely a mother. According to the 2000
census figures, 11 million American families are owed support and
7 million of them never receive any payment toward the cost of
raising their children.

There are State and Federal laws to track down deadbeat par-
ents and make them pay their delinquent child support.
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The problem transcends economic status. Consider just three ex-
amples of several hundred deadbeat parents who were prosecuted
by the Department of Justice and convicted of failing to support
their children last year.

A plastic surgeon pled guilty to willfully failing to pay his child
support, despite his yearly net income of more than $200,000. The
physician still owes $50,000 for his two children.

A Florida chiropractor pled guilty to a felony for his failure to
pay approximately $87,000 in delinquent child support. His income
averaged about $100,000 a year.

A former NBA basketball player waited until he was arrested in
an unrelated charge before paying the $173,000 he owed in five
separate child support enforcement orders in five separate States.

As a father and grandfather, I cannot understand those who
walk away from the fundamental responsibilities and true joy of
parenthood.

As legislators, we cannot force these irresponsible parents to love
and nurture their children. We can, and we must, however, do ev-
erything in our power to ensure that at a minimum they provide
the financial support those children need and deserve.

Our witnesses today will present a variety of perspectives on
H.R. 866 to help us in our examination of this bill. I welcome all
of you and look forward to your testimony.

[The prepared statement of Hon. Stephen Horn and the text of
H.R. 866 follow:]
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H.R. 866, the "Subsidy Termination for Overdue Payments Act of 2001"

Opening Statement
Chairman Stephen Horn
June 6, 2001

A quorum being present, the Subcommittee on Government Efficiency, Financial
Management and Intergovernmental Relations will come to order.

Today’s hearing will examine the merits and challenges of H.R. 866, sponsored by
the gentleman from Florida, Representative Michael Bilirakis. This proposed legislation is
designed to send a loud and clear message to all parents that -- regardless of means and
despite other responsibilities -- they must support the children they bring into this world.

In essence, this hearing is about the family -- the soul of society and cornerstone of our
nation. As we are all aware, however, the structure of today's family is vastly different from
that of 100 years ago or even 50 years ago.

Today, 20 percent of all children live with only one parent -- a mother or a father. And

more often it is the former rather than the latter. According to the 2000 Census figures, 11 million
American families are owed support, and 7 million of them never receive any payment toward the
cost of raising their children. That is despite numerous State and Federal laws to track down the
deadbeat parents and make them support their children.

The problem transcends economic status. Consider just three examples of several hundred
parents who were prosecuted by the Department of Justice and convicted last year for not
supporting their children.



e A nplastic surgeon pled guilty to willfully failing to pay his child support, despite a
yearly net income of more than $200,000. The physician still owes $50,000 for
his two children.

o AFlorida chiropractor pled guilty to a felony for failing to pay approximately $87,000 in
delinquent child support. His income averaged about $100,000 a year.

e A former NBA basketball player waited until he-was arrested on an unrelated charge before
paying the $173,000 dollars he owed for five separate child support enforcement orders in
five separate states.

As a father and grandfather, T cannot understand those who walk away from the
fundamental responsibilities and true joy of parenthood. As legislators, we cannot foree these
absentee parents to love and nurture their children. We can -- and must -- however, do everything
in our power to ensure that, at a minimum, they provide the financial support their children need
and deserve.

Our witnesses foday will present a variety of perspectives on HR. 866 to help us in owr
examination of this bill. I welcome all of you and look forward to your testimony. I am especialty
pleased to welcome as our first witness, my colleagne from Florida, Mr, Bilirakis who will speak
on behalf of his legislation,



107t CONGRESS
L2 H, R. 866

To prohibit the provision of financial assistance by the Federal Government
to any persen who iz more than 60 days delinquent in the payment
of any child support obligation.

IN THE HOUSE OF REPRESENTATIVES

MagcH 6, 2001

Mr. BILIRAKTS introduced the following bill; which was referred to the
Committee on Govenment Reform

A BILL

To prohibit the provision of financial assistance by the Fed-
eral Government to any person who is more than 60
days delingquent in the payment of any child support
cbligation.

1 Be it enacted by the Senate and House of Represenia-
2 tives of the United States of America in Congress assembled,
3 SECTION 1. SHORT TITLE.

4 This Act may be cited as the “Subsidy Termination
5 for Overdue Payments Act of 2001”.
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SEC. 2. CERTIFICATION OF COMPLIANCE WITH CHILD SUP-

PORT OBLIGATIONS REQUIRED AS A CONDI-
TION OF RECEIVING FEDERAL FINANCIAL AS-
SISTANCE.
(a) In GENERAL.—EXeept as provided in subsections
(b} and (c), an agency or instrumentality of the Federal
Government may not provide financial assistance to an ap-
plicant therefor unless the agency or instrumentality has
obtained from the applicant a certification that the appli-
cant is— N )
(1) not more than 60 days delinquent in the
payment of any child support obligation imposed by
a court or an order of an administrative process es-
tablished under State law; or
(2) if so delinquent, in compliance with a plan
or agreement entered into Eet\veen the applieant and
the person to whom the payment is to be made or
a State providing services to the person with respect
to the collection of the support.

(b) EXEMPTION FOR FINANCIAL ASSISTANCE THAT

Is SuBJECT TO (GARNISHMENT POR FAILURE TO Pay

CaLD SUPPORT.—Subsection (a) shall not apply to an
amount, of financial assistanee to be provided to an appli-
cant to the extent that the amount is subject to garnish-
ment by reason of the failure of the applicant to pay a
child support obligation.

HR 866 IH
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(e} Goop CAUSE EXCEPTION ~—Subsection (a) shall
not apply to an applicant for financial assistance with re-
spect to any period for which the applicant has good eause
(as determined by the agency or instrumentality involved)
for having failed to pay a child support obligation de-
séribed in subseetion (a)(l),‘ or having failed to enter inte
or comply with a plan or agreement described in sub-
section {8)(2).

(d) REGULATIONS.—Within 6 months after the date
of the enactment of this section, each agency or nstru-
mentality of the Federal Government that provides finan-
cial assistance shall prescribe such regulations as may be

necessary to comply with this section.
@)

+HR 866 IH
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Mr. HORN. I am especially pleased to welcome as our first wit-
ness my colleague from Florida, Mr. Michael Bilirakis, who will
speak on behalf of his legislation.

Without objection, I would like to have Mr. Bilirakis join us on
the dais after his testimony so we can have a useful dialog. With-
out objection, that will be done.

I am delighted to have you here. Thank you very much. Please
proceed in any way you would like.

STATEMENT OF HON. MICHAEL BILIRAKIS, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF FLORIDA

Mr. BILIRAKIS. Thank you very much, Mr. Chairman, for your in-
terest in this legislation, as much as your interest in doing what
is really best for the children out there who have been the innocent
of wayward fathers.

I do want to apologize for coming in a little late. I don’t really
know what transpired, but we were advised that 2247 was going
to be the hearing room. That is where we went. I appreciate you
waiting for me.

Mr. Chairman, you have basically said it. Child support is cer-
tainly a very critical problem in this great country. Our system for
enforcing child support orders has failed miserably. We all have to
realize that. By current estimates, at least 30 million children are
now owed $50 billion in unpaid child support.

Payment is received, we know, in less than a quarter of all cases.
Even though the government spends nearly $4 billion per year, and
employs more than 50,000 people, to collect child support, billions
and billions remain uncollected. I would like to think that we all
would agree, that this certainly cannot be tolerated.

Individuals who neglect their parental obligations simply trans-
fer the costs to the rest of society. They should not be rewarded for
such action. That is the point behind the legislation. It is designed
to deny a broad range of Federal benefits to individuals who will-
fully refuse to pay child support.

It requires applicants to sign an affidavit to certify, applicants
for Federal financial assistance, to certify that they are not more
than 60 days delinquent in the payment of any child support obli-
gation or if so delinquent, that they are in compliance with an ap-
proveld repayment plan. It is really quite simple, maybe a little too
simple.

It is intended to encourage payment of child support and to pre-
clude the use of Federal taxpayers dollars to assist individuals who
neglect their children.

Mr. Chairman, back in the 103d Congress I introduced a piece
of legislation which was enacted into law to amend the Small Busi-
ness Reorganization Act to deny small business loans and loan
guarantees to individuals who refuse to pay child support. My pre-
pared remarks say that the Small Business Administration has im-
plemented these provisions. We should have said that the Small
Business Administration should have implemented these provisions
because it is our understanding that they have not done so. We can
talk about that later, if you would like.

Mr. Chairman, failure to pay child support is not merely being
late or forgetful of one’s obligation. It is a violation of a lawful court
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order. It is considered contempt of court. It is not unreasonable, I
submit, to require applicants for Federal assistance to comply with
their legal duties. There is precedent for that.

I would like to clarify a few points on this legislation. The Fed-
eral agency involved is not required to research the applicant’s sta-
tus. Rather, an applicant for assistance must make a simple, af-
firmative statement of compliance. This requirement will be en-
forced through existing provisions of Federal law, which establish
penalties for fraud in obtaining Federal financial assistance.

We are talking about a line on a form, an affidavit line on a form
when they apply for some sort of Federal assistance. The agency
is not required to research the applicant’s status. But if it turns out
downstream somewhere that there is a determination that the ap-
plicants have lied under oath, then the fraud provisions come into
play and the applicant could be hit over the head.

I think just the fact that they would have to certify, by an affida-
vit, that they are in compliance would if nothing else, play a ter-
rific role psychologically.

The bill does include a good cause exception to avoid penalizing
parents who are unable to satisfy their child support obligations
due to factors beyond their control. It is necessary, I think, to avoid
penalizing parents in situations where, despite a good faith effort,
they are unable to modify the terms of their child support obliga-
tion or obtain a repayment agreement.

This is designed to emphasize that the payment is a fundamental
civic responsibility. I think it is going to help to ensure that indi-
viduals who fail to satisfy their most basic parental obligation are
not rewarded for such action.

Sir, I know that in your mind and certainly in our minds, we
don’t want to do something where the consequences would turn out
to be worse than the intent of the legislation. We don’t intend to
prevent parents from obtaining Federal benefits that directly aid
children or that provide a subsistence level support to parents.

Family programs, such as Medicaid and the Temporary Aid to
Needy Families program provide assistance that may be necessary
for the well being of other children currently living in the house-
hold or of the parent’s own survival.

I have not included a list of all Federal programs. There are hun-
dreds of Federal programs, although we have not included a list of
programs to be exempted in the bill text. We really believe that
each Federal agency can best determine which types of assistance
should be excluded.

However, direction from Congress in report language, can guide
the rulemaking process regarding necessary exemptions to the act.
We are very much aware of that particular concern. We have been
working with the Office of Legislative Counsel to discuss possible
modifications. We want to work with the various organizations,
such as the Children’s Defense Fund, to try to work out language
if it is felt by this committee that it is necessary.

There is no pride in authorship. I wish to make clear, Mr. Chair-
man, that I am not concerned about having my name on anything
at all. I am concerned about the fact that bad parents, mostly fa-
thers, are out there taking advantage of the system and being re-
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warded by the Federal Government in spite of the fact that they
are not doing what they should do for the benefit of their children.
That is really all I am concerned with. If we could only do some-
thing that would be consistent with trying to reach that goal, then
we can call it whatever we want to call it. It can be part of the
basic legislation or whatever the case may be.
[The prepared statement of Hon. Michael Bilirakis follows:]
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Statement of the Honorable Michael Bilirakis
H.R. 866, the Subsidy Termination for Overdue Payments (STOP) Act
Committee on Government Reform
Subcommittee on Government Efficiency, Financial Management, and Intergovernmental
Relations
June 6, 2001

Mr. Chairman and distinguished Members of the Subcommitiee, T appreciate the opportunity to
appear before you this morning to testify on the critical issue of child support enforcement and in
support of my bill, H.R. 866, the Subsidy Termination for Overdue Payments or “STOP” Act.

Unpaid child support is a critical problem in the United States. Our nation’s system for enforcing
child support orders has failed miserably. By current estimates, at least 30 million children are
now owed $50 billion in unpaid child support. Payment is received in less than a quarter of all
cases. Even though the government spends nearly $4 billion per year and employs more than
50,000 people to collect child support, billions remain uncollected. This simply cannot be
tolerated.

Mr. Chairman, we must recognize that any delinquency in child support ultimately hurts innocent
children. Individuals who neglect their parental obligation simply transfer the costs to the rest of
society. They should not be rewarded for such action.

That is why I have introduced the bill before you today. The STOP Act is designed to deny a
broad range of federal benefits to individuals who willfully refuse to pay child support.
Specifically, H.R. 866 would require applicants for federal financial assistance to certify that they
are not more than 60 days delinquent in the payment of any child support obligation, or if so
delinquent, that they are in compliance with an approved repayment plan.

The intent of my legislation is twofold: first, to encourage payment of child support; and second,
to preclude the use of federal taxpayers’ dollars to assist individuals who neglect their children.

I first introduced this bill in the 103" Congress, following a successful attempt to amend the
Small Business Reauthorization Act (Public Law 103-403) to deny small business loans and loan
guarantees to individuals who refuse to pay child support. Since then, the Small Business
Administration has implemented these provisions.
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Mr. Chairman, failure to pay child support is not merely being “late” or “forgetful” of one’s
obligations. It is a violation of a lawful court order. It may also be considered contempt of court.
1t is not unreasonable to require applicants for federal assistance to comply with their legal
duties.

Let me clarify a few points about my legislation. Under H.R. 866, the federal agency involved is
not required to research the applicant’s status. Rather, an applicant for assistance must make a
simple affirmative statement of compliance. The requirement will be enforced through existing
provisions of federal law which establish penalties for fraud in obtaining federal financial
assistance.

The STOP Act also includes a “good cause” exception to avoid penalizing parents who are
unable to satisfy their child support obligation due to factors beyond their control. This
exception is necessary to avoid penalizing parents in situations where, despite a good faith effort,
they are unable to modify the terms of their child support obligation or obtain a repayment
agreement.

Finally, H.R. 866 is designed to emphasize that the payment of child support is a fundamental
civic responsibility. Passage of the STOP Act will ensure that individuals who fail to satisfy
their most basic parental obligation are not rewarded for such action.

Mr. Chairman, my bill is not intended to prevent parents from obtaining federal benefits that
directly aid children or that provide subsistence-level support to parents. Programs such as
Medicaid and the Temporary Aid to Needy Families program provide assistance that may be
necessary for the well-being of other children currently living in the household or of the parent’s
own survival. I have not included a list of all federal programs to be exempted in the bill text,
because I believe that each federal agency can best determine which types of assistance should be
excluded. However, direction from Congress in report language can guide the rulemaking
process regarding necessary exemptions to the STOP Act.

My staff has been working with the Office of Legislative Counsel to discuss possible
modifications to this legislation to delineate the specific types of federal assistance which should
be exempted. If this Subcommittee chooses to move forward to markup, I will be happy to work
with you to amend the bill to exclude those federal benefits that clearly have a direct benefit for
another child in the household or that provide subsistence-level support for the parent.

M. Chairman, my legislation sends a clear message that the federal government will not reward
parents for ignoring their financial responsibilities to their children. No child should be forced to
suffer because of unpaid child support, and we must use all the tools available to get deadbeat
parents to meet their child support obligations. It is my sincere hope that I can work with this
Committee to improve the lives of our nation’s children through passage of the STOP Act.
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Mr. HoORrN. I agree with the gentleman. I think all of us who try
to legislate feel exactly as you do, let us get the job done and we
don’t care who takes credit for it.

You mentioned yourself, before I yield to the ranking member,
that the Small Business Administration delegates the task of the
SBA loan applicant’s child support certifications to the financial in-
stitutions handling the loan and that these certifications are not
being checked against a Federal registry such as the Federal Pa-
rental Locator Service, unless someone makes a request to do so.

According to the Small Business Administration’s Inspector Gen-
eral, that simply has not occurred. What is your feeling and the in-
tention you have on the self-certifications?

Mr. BILIRAKIS. Well, Mr. Chairman, I think the intent of the leg-
islation back in the 103d Congress was clear about what should
have been done. We went into this. When we have our oversight
hearings, we sometimes find that agencies just don’t follow through
with what we mandated them to do.

I am very disappointed to see that the SBA apparently, and I say
this only because I have not really seen their forms, does not even
include the line on the form to the effect that certification that we
insist be in there. This means there are an awful lot of bad parents
out there who are taking advantage of taxpayers’ dollars and still
not complying.

Do you think it is the best thing to leave it open to the Secretary
or the Administrator, or would you want to make it very clear in
this current bill what should be done?

I have found that legislative intent doesn’t mean a thing around
here when they all go to court. If we are going to do it, we ought
to stick it in the law and follow up on it.

I believe that we have to mandate that the certification and affi-
davit language has to be on the Federal form. Now insofar as the
exceptions are concerned, that is the will of this committee.

I should think that because it is so complex with so many gov-
ernment programs out there we probably ought to leave it to the
discretion of the particular agency whether exceptions should apply
in certain cases.

There is language that exempts programs that directly aid chil-
dren in the household, “or to provide subsistence level assistance
for the parent.” In other words, if the agency determines that pro-
grams fall within those types of categories, they could make that
decision or we could leave it up to them completely.

We are all human beings, and we know when we put up our
hand swear to or certify something, it is very meaningful. I think
that psychologically, certification could really play a role.

Mr. HorN. Well, I thank you.

I now yield to the ranking member. I am delighted to have you
here.

Ms. ScHAKOWSKY. Thank you so much, Mr. Chairman. Mr.
Chairman, I want to thank you for holding this hearing. It is vi-
tally important that Congress continually review opportunities to
strengthen our child support system. I support using a strong hand
to ensure that deadbeat parents pay the child support they owe
their children.
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This hearing can demonstrate how seriously all of us regard a
parent’s responsibility to support his or her children. In 1997, there
was an estimated 11.8 million single-parent families, 9.8 million
maintained by the mother. Of that 11.8 million, about 40 percent
of those families had incomes below the poverty threshold.

When a poor family receives child support, the child support
amounts to about 26 percent of the family’s budget. There is evi-
dence that fathers who pay support are more involved with their
children, providing them with emotional support as well as finan-
cial support.

Of the total $29.1 billion owed for child support in 1997, $12 bil-
lion was not paid. Among those due support, 40.9 percent received
the full amount, 26.5 received partial payment, and 32.6 percent
received nothing.

In 1997, the Urban Institute, using the assumption that all cus-
todial parents had child support orders and that all orders were
paid in full, estimated that $51 billion should be collected in child
support each year, compared to the $18 billion that was collected
in 2000, we have a long way to go.

Although these numbers are startling, I do not think we can un-
derstate how far we have come. State agencies have been given a
number of tools to enforce child support orders. For example, agen-
cies can garnish IRS refund checks, strip a parent of his or her pro-
fessional licenses, report delinquency to credit reporting bureaus,
take away drivers licenses and deny passport requests.

Progress has been made. Identification of the non-custodial par-
ents has increased dramatically. In the year 1994, 676,000 pater-
nities were established and acknowledged. In the year 2000,
1,600,000 paternities were established and acknowledged.

In addition, collections have increased. In 1995, 34 percent of
custodial parents received some child support when an order was
in place. In 2000, 68 percent of custodial parents received some
child support when an order was in place.

Today, we are here to discuss whether a parent should be denied
Federal financial assistance if he or she is delinquent in child sup-
port payments.

I want to commend the author of this legislation for highlighting
the need for strong child support enforcement. I have been talking
with some of the child advocacy groups who have some concerns
about this particular proposal, but I would really like to work with
the sponsor, because I think we absolutely share the same goal
here.

So, I am eager to hear from our witnesses. I want to thank them
for being here today. Perhaps our witnesses can help us under-
stand whether Congress should be increasing the number of puni-
tive tools available and also to see if there are other alternatives
such as working with parents, giving them the support systems
they need to find and keep jobs.

In Illinois, we have had a persistent problem. There have been
a number of different proposals that have been made, but yet we
still continue to be, in my State, one of the worst in terms of our
record in child support collection.
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So, I really appreciate this effort. There is a growing public
awareness of the problem of nonpayment of child support. I am
very hopeful that this hearing will shed more light on the issue.

Thank you.

[The prepared statement of Hon. Janice D. Schakowsky follows:]
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Mr. Chairman, I want to thank you for holding this hearing. It is vitally important that
Congress continually review opportunities to strengthen our child support system. I support
using a strong hand to ensure that dead-beat parents pay the child support they owe their
children. This hearing can demonstrate how seriously all of us regard a parent’s responsibility to
support his or her children.

In 1997, there were an estimated 11.8 million single-parent families; 9.8 million
maintained by the mother. Of that 11.8 million, about 40% of those families had incomes below
the poverty threshold. When a poor family receive child support, the child support amounts to
about 26 percent of the family’s budget. There is evidence that fathers who pay support are more
involved with their children, providing them with emotional support as well as financial support.

Of the total 29.1 billion owed for child support in 1997, $12 billion was not paid.
Among those due support, 40.9% received the full amount, 26.5% received partial payment and
32.6% received nothing.

In 1997, the Urban Institute, using the assumption that all custodial parents had child
support orders and that all orders were paid in full, estimated that $51 billion should be collected
in child support each year. Compared to the $18 billion that was collected in 2000, we have a
long way to go.

Although these numbers are startling, I do not think we can understate how far we have
come. State agencies have been given a number of tools to enforce child support orders. For
example, agencies can garnish IRS refund checks, strip a parent of his or her professional
licenses, report delinquency to credit reporting bureaus, take away drivers’ licenses, and deny
passport requests.

Progress has been made. Identification of the non-custodial parents has increased
dramatically. In 1994, 676,000 paternities were established and acknowledged. In 2000,
1,600,000 paternities were established and acknowledged. In addition, collections have
increased. In 1995, 34% of custodial parents received some child support when an order was in
place. In 2000, 68% of custodial parents received some child support when an order was in
place.

Today we are here to discuss whether a parent should be denied federal financial
assistance if her or she is delinquent in child support payments. Although I commend the author
of the legislation for highlighting the need for strong child support enforcement, I am not sure
whether more punitive tools are needed at this time.

Therefore, I am eager to hear from our witnesses and I want to thank them for being here
today. Perhaps our witnesses can help us understand whether Congress should be increasing the



17
number of punitive tools available or if there are other alternatives such as working with parents
and giving them the support systems they need to find and keep jobs.

Mr. Chairman, there is a growing public awareness of the problem of nonpayment of
child support. I am hopeful that this hearing will shed still more light on the issue. Thank you.
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Mr. HORN. We thank you. Would you have some questions of Mr.
Bilirakis now? He is going to join us up here, as we do with all au-
thors. So, without objection, you can come up to the dais, if you
were like.

Mr. BILIRAKIS. May I, Mr. Chairman, respond very briefly? First
of all, you are right. There are an awful lot of loopholes, and a lot
of questions, and changes that need to be made. We are not really
talking only about our legislation, although we are very grateful
that it is the subject of this hearing. It is a subject we have to ad-
dress.

You have talked about the improvements in collections. But we
are told, and Ms. Jensen will testify to this later on and do a much
better job than I could, that a lot of the money is collected, is not
being distributed to the kids.

That is another point that the committee may want to address.

Ms. SCHAKOWSKY. Let me just ask you, are you talking about the
percent of those that are receiving any kind of assistance? It goes
to the States rather than to the families?

Mr. BILIRAKIS. I am talking about child support collections.

Ms. SCHAKOWSKY. Yes. I fully agree with you.

Mr. BILIRAKIS. Thank you, Mr. Chairman.

Mr. HORN. Thank you.

We will now have the second panel join us. That is Mr. Fuentes,
Mr. Penn, Mr. Hatcher, Mr. Primus and Ms. Jensen.

Let me go through the ground rules on this. This is an inves-
tigating unit under the Government Reform Committee. We do
swear in all witnesses except Members of Congress. I realize that
some of you have not had a chance to really be in your own position
in these agencies and we appreciate your coming here to give us
some views on this—realizing this is all that you are going to do.

So, now, if you will stand and raise your right hands, and if
there are any assistants who are going to assist, please get up. The
clerk will take your names. So, the people back of you, let us do
it once and not have to swear everybody in individually.

[Witnesses sworn.]

Mr. HORN. The clerk will note that all five witnesses and five as-
sistants have affirmed the oath.

We will go down in the agenda that is before us. We are de-
lighted to have Mr. Frank Fuentes, the Acting Commissioner, Of-
fice of Child Support Enforcement, Department of Health and
Human Services. I assume, Mr. Fuentes, you are new to this role,
with another administration.

Dr. J.B. Penn, Under Secretary for Farm and Foreign Agricul-
tural Services, Department of Agriculture. Have both of you been
confirmed by the appropriate people in the Senate or is that cur-
rently underway?

Mr. Penn. I have.

Mr. HORN. Mr. Fuentes, has the Senate confirmed you or is that
a secretarial appointment?

Mr. FUENTES. I am the senior civil servant in the Office of Child
Support Enforcement. My regular position is that of Deputy Com-
missioner. Until someone is appointed, I am the Acting Commis-
sioner.



19

Mr. HorN. Well, maybe in the year 2002 we will have these con-
firmations. Be of good cheer until then.

Then we have Mr. Primus, director of Income Security Center on
Budoget Policy Priorities. That is a nonprofit, I believe, is that cor-
rect?

Mr. Primus. That is correct.

Mr. HORN. Is that funded by HHS, essentially?

Mr. PriMUS. No. We receive no government moneys.

Mr. HORN. I see. OK. President Jensen, Association for Children
for Enforcement of Support, Inc. Is that a nonprofit also?

Ms. JENSEN. Yes, it is.

Mr. HORN. Who funds that?

Ms. JENSEN. We are mainly privately funded but we do receive
$15,000 through the city of Toledo block grant program, which is
a Federal program.

Mr. HoORN. That is interesting. So, one city has decided you are
a good place to get some things done. That is fascinating.

Ms. JENSEN. ACES was founded in Toledo, OH, and we have an
office there.

Mr. HORN. That is interesting.

So, let us go now with Frank Fuentes, the Acting Commissioner,
Office of Child Support Enforcement, Department of Health and
Human Services.

May I say, don’t read it to us. I have stayed up most of the night
reading it all. I have read every sentence. But what we would like
you to do in the 5 to 10 minutes you have is to talk from the heart
as to what the key things are and the rest we can bring out in the
questions by the Members here and also some of your colleagues
here. So, go ahead.

STATEMENT OF FRANK FUENTES, ACTING COMMISSIONER,
OFFICE OF CHILD SUPPORT ENFORCEMENT, DEPARTMENT
OF HEALTH AND HUMAN SERVICES; HON. J.B. PENN, UNDER
SECRETARY FOR FARM AND FOREIGN AGRICULTURAL
SERVICES, DEPARTMENT OF AGRICULTURE; DANIEL L.
HATCHER, SENIOR STAFF ATTORNEY, CHILDREN’S DEFENSE
FUND; WENDELL PRIMUS, DIRECTOR OF INCOME SECURITY,
CENTER ON BUDGET POLICY PRIORITIES; AND GERALDINE
JENSEN, PRESIDENT, ASSOCIATION FOR CHILDREN FOR EN-
FORCEMENT OF SUPPORT, INC.

Mr. FUENTES. Thank you, Mr. Chairman. Good morning. Distin-
guished members of the subcommittee, it really is a wonderful op-
portunity to share with you what we have been doing in the Office
of Child Support Enforcement. So, we very much appreciate the op-
portunity to come before you.

As I stated before, my name is Frank Fuentes. I am the Acting
Commissioner for the Office of Child Support Enforcement.

The program has been truly successful in its Federal-State part-
nership effort fostering family responsibility and promoting the
well-being and self-sufficiency of children and their parents, espe-
cially by providing the financial and emotional support children
need in order to thrive.

The goals of the program are to identify and locate custodial par-
ents, establish paternity, establish child support obligations and
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then to enforce those support orders so that children receive what
they need.

The welfare reform legislation, the Personal Responsibility and
Work Opportunity Reconciliation Act of 1996, gave us some very ef-
fective tools that we have been using to produce significant im-
provements and achievements.

My purpose in being here is to share that information with you,
but then, as requested, to also share some initial thoughts on Mr.
Bilirakis’ proposal to further strengthen our child support enforce-
ment efforts. This, of course, is a goal that we all share.

But to give a little background on what we have been doing with
the tools that Congress provided, in fiscal year 2000, we collected
a record $17.9 billion in support of children. In addition, this num-
ber of child support cases with collections rose to 7.2 million. I
think you would agree that those are impressive results.

To add to the magnitude of the improvement, if you look over the
history of the Child Support Enforcement Program, $100 billion
has been collected in that 25-year period. Approximately 20 percent
of that was collected just last year. So, we are seeing progress your
tools have allowed us to use.

In addition to collections, we have had similar success in the es-
tablishment of paternity. The numbers there have also increased in
the voluntary acknowledgement of paternities. We have now
reached in fiscal year 2000, 1.6 million voluntary paternity estab-
lishments. Of these, over 688,000 were done through in-hospital ac-
knowledgement programs and another 867,000 were done through
the establishment by State Child Support Enforcement Programs.

The interesting part of this, of course, and the most exciting, is
that in addition to being the first step in collecting child support,
it is also through the establishment of paternity the first oppor-
tunity to engage dads in the lives of their children, create the kinds
of emotional bonds, and the security, that are really crucial to the
continued emotional and financial support of their children.

Some of the tools we have utilized have been the National Direc-
tory of New Hires, Automatic Wage Withholding, the streamlining
of paternity establishment, creating uniform interstate child sup-
port forms, computerizing statewide collections, and authorizing
tough new penalties for nonpayment of support; such as the revoca-
tion of drivers’ licenses.

We are excited about the dramatic results we have seen and the
changes that have been generated by the use of these tools. OCSE
and the States are convinced that as we mature in the use of these
tools that future child support enforcement will continue down a
successful path.

At this point, I would like to turn to a brief discussion of H.R.
866. First, I would like to acknowledge the importance, again, of
the bill’s goal which is the improvement of child support and to
strengthen our abilities to enforce it.

While we are proud of the inroads we have made there is no
question there is still room for improvement. We certainly realize
there are areas that by working with the Congress we can continue
to improve and build on the record we have already achieved.

The administration has not taken a formal position on H.R. 866
at this time; however, I would like to share some serious technical
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concerns of this bill. As we understand it, the intent of H.R. 866
is to help improve the collection of support.

The bill would provide some limited exceptions requiring appli-
cants for any form of Federal financial assistance to certify they
are not more than 60 days delinquent in their child support obliga-
tions. If the applicant is delinquent, they would be required to com-
ply with a repayment plan or an agreement as conditioned by the
Federal agency administering that benefit.

The bill provides exceptions if assistance is subject to garnish-
ment for payment of overdue support or if the assistance agency
determines that the applicant has good cause, for failing to pay the
support or entered into or complying with a repayment plan.

Our comments focus on two concerns. The first is what we be-
lieve are structural difficulties that would impede the effectiveness
of the bill. Second is questions on the efficacy of potentially target-
ing the low-income population for nonpayment of child support.

With respect to the first issue, the sole enforcement tool envi-
sioned is self-certification of compliance. That is, there would be no
mechanism to verify an applicant’s certification of payment of child
support. While this might serve as an incentive for some to become
current in their support, or enter into a payment agreement, the
value of this approach without subsequent verification seems un-
clear. Further, if verification were required, its effectiveness would
be hampered by the fact that many cases remain outside of the
Title IV-D Child Support Program.

On the other hand, modification of a child support order follow-
ing a change in a particular non-custodial parent’s circumstances,
such as the loss of a job, can take significantly longer than 60 days.
Arrearages often buildup during that time period.

Withholding of Federal financial assistance at this point may
only worsen the impact of the change that necessitated the modi-
fication request. Now, we note that the bill provides for good cause
exemptions, presumably to address situations like these and oth-
ers. However, these provisions are currently undefined and there-
fore ambiguous. Also undefined is the broad reference to Federal fi-
nancial assistance programs. There is a wide range of such pro-
grams and the implementation and impact of the bill would vary
greatly depending on the breadth of that definition.

With respect to the second broad issue, the lack of clarity in the
bill raises the potential of focusing on applicants for basic Federal
assistance. In potentially targeting those parents who themselves
are impoverished and least able to pay child support, rather than
those who can provide the support but refuse to, the result could
be denying assistance to destitute individuals without increasing
the payment to the children who are owed the support.

The administration is committed to supporting efforts to improve
the Child Support Program; however, we are concerned about
whether the approach taken in H.R. 866 will accomplish its in-
tended goal.

In closing, I would like to reiterate the positive impact that the
existing enforcement tools are having in helping to improve the
lives of the Nation’s children. We look forward to building on these
successes with the Congress and with the State to ensure that the
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program is most effective in addressing the needs of children and
families.

Thank you, Mr. Chairman. I would be pleased to answer any
questions that you may have.

[The prepared statement of Mr. Fuentes follows:]
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Mr. Chairman and distinguished members of the Subcommittee, thank you for giving me
the opportunity to testify on the child support enforcement program. Iam Frank Fuentes,
the Acting Commissioner of the Office of Child Support Enforcement. The Child

Support Enforcement program is a very successful Federal/State partnership effort aimed
at fostering family responsibility and promoting self-sufficiency by ensuring that children

are supported financially and emotionally by both parents.

To accomplish this goal, we work in partnership with States in providing four major
services: locating non-custodial parents, establishing paternity, establishing child support
obligations, and enforcing child support orders. ‘Welfare reform made dramatic
improvements in our ability to achieve these goals and I would like to take this
opportunity to share with you the promising results we are witnessing, As you requested,
1 would then like to share our initial thoughts on Mr. Bilirakis's proposal to further
strengthen child support enforcement, H.R. 866, the Subsidy Termination for Overdue

Payments Act of 2001.

Child Support Enforcement Program Record

In FY 2000, a record $17.9 billion in child support was collected. In addition, the
number of child support cases in which collections were made rose to 7.2 million. | think

you will agree that these results are impressive.
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The record is similar with respect to establishment of paternity. The number of
paternities established or acknowledged reached a record of 1.6 million in FY 2000. Of
these, over 688,000 paternities were established through in-hospital acknowledgement
programs. An additional 867,000 paternities were ¢stab1ished through the Child Support
Enforcement program. In addition to being the first step in collecting child support,
paternity establishment engages fathers in the lives of their children, creating the

emotional bonds and security that are crucial to their children's health and well being.

Through enactment of the Personal Responsibility and Work Opportunity Reconciliation
Act of 1996 (PRWORA), unprecedented tools have been provided to the child support
enforcement program. The legislation strengthened and improved child support
collection activities by establishing a national new hire and wage reporting system,
streamlining paternity establishment, creating uniform interstate child support forms,
computerizing statévvide collections, and authorizing tough new penalties for non-

payment of support, such as driver's license revocation.

These tools promise to secure for many of our nation's children the emotional and
financial support that they need and deserve and they are having a dramatic impact. For
example, using the expanded Federal Parent Locator Service we were able to provide
States information on 3 million interstate cases, and using the Passport Denial Program,
we have collected over $7 million in lump sum child support payments in the last year.
Further, the Federal Tax Refund and Administrative Offset programs collected over $1.4

billion in calendar year 2000.
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We are excited about the dramatic results these changes are generating and are convinced

that the future of child support enforcement will continue on this successful path. .

T would like to tum now to a brief discussion of HL.R. 866. First I would like to
acknowledge the importance of the goal of the legislation -~ to strengthen child support
enforcement.” While we are proud of the inroads we have made on this issue for
America’s children, we certainly realize that there is room for improvement and look
forward to working with Congress on possible avenues to build on our record.

The Administration has not taken a formal position on H.R. 866 at this time, however 1

would like to share some serious technical concerns with the bill.

The Subsidy Termination for Overdue Payments Act of 2001 - H.R. 866

As we understand it, the intent of H.R. 866 is to help imprave our record in collecting
support. The bill would, with some limited exceptions, require applicants for any form of
Federal financial assistance to certify that they are not more than 60 days delinquent in
payment of child support in order to qualify for the benefit. If applicants were
delinquent, they would be required to be in compliance with a repayment plan or
agreement as a condition of receiving other Federal benefits. The bill provides
exceptions if the assistance is subject to garnishment for payment of overdue child
support or if the assistance agency determines the applicant has good cause for failing to

pay the support or enter into or comply with a repayment agreement.



27

Our comments focus on two concerns — first, what we believe are structural difficulties
that would impede the effectiveness of the bill and second, questions on the efficacy of
potentially targeting the low-income population for nonpayment of child support. With
respect to the first issue, the sole enforcement tool envisioned is self-certification of
compliance. That is, there would be no mechanism to verify an applicant's certification
of payment of child support. While this might serve as an incentive for some to become
current on their support or to enter into a payment arrangement, the vatue of this
approach without subsequent verification seems unclear. Further, even if verification
were required, its effectiveness would be hampered by the fact that many cases remain
outside of the title IVD child support system. On the other hand, modification of a child
support order following a change in circumstances, such as job loss, can take
significantly longer than 60 days, and artearages often build up during this time period.
Withholding federal financial assistance at this point may only worsen the impact of the
change that necessitated the modification request. We note that the bill provides "good
cause” exemptions, presumably to address issues like these, _however these provisions are
currently undefined and thus ambiguous. Also undefined is the broad reference to
"federal financial assistance programs.” There are a wide range of such programs and the
implementation and impact of this bill would vary greatly depending on the breadth of

this definition.

With respect to the second broad issue, the lack of clarity in the bill raises the potential of

focusing on applicants for basic federal assistance. In potentially targeting those parents
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who themselves are impoverished and least able to pay child support rather than those
who can provide support but refuse to do so, the result could be denying assistance to

destitute individuals without increasing payments for children who are owed support.

The Administration is committed to supporting efforts fo improve the child support
program. However, we are concerned about whether the approach taken in HL.R. 866 will

accomplish its intended goal.

In closing, I would like to reiterate the positive impact existing enforcement tools are
having in helping to improve the lives of our Nation's children. We look forward to
building on these successes with Congress and the States to ensure that the program is

most effective in addressing children’s and families' needs.

Thank you. Iwould be pleased to answer any questions you may have,
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Mr. HORN. We are going down the line first and then we will
come back to ask questions generally.

Dr. J.V. Penn is the Under Secretary for Farm and Foreign Agri-
cultural Services of the Department of Agriculture. Like Mr.
Fuentes, you are both new on the job, but you have now been con-
firmed by the Senate. So, you can say what you want now.

Proceed and just give us the overview of it for 5 to 10 minutes.

Mr. PENN. Thank you very much, Mr. Chairman. I, too, am very
pleased to be here today to share the Department of Agriculture’s
views on H.R. 866. Also, like the previous witness, we also very
much support the goals of this legislation, but we, too, have some
serious concerns about the impact that it might have on the pro-
grams we operate at the Department of Agriculture.

Now, in terms of the applicability of this legislation to USDA
programs, I want to note at the outset that 43 percent of the total
budget of the Department of Agriculture is for food assistance pro-
grams that are primarily administered through the States.

Second, another 36 percent of the Department’s budget provides
a host of program benefits to farmers and rural communities all
across the country. Some of our programs are for emergencies in
response to natural and other disasters such as hurricanes, floods
and droughts. Thus, we are a bit concerned at the outset that H.R.
866 doesn’t define the term, “financial assistance.”

That is important to us, as you will note, when I describe some
of our programs. First, addressing our food assistance programs,
strictly speaking, these programs provide nutrition assistance rath-
er than financial assistance. We do this through the use, as every-
one knows, of Food Stamps, coupons or vouchers or through actual
service of meals in school daycare homes, or through the distribu-
tion of commodities themselves.

So, if H.R. 866 is intended to apply to these programs, then we
would have the following observations: The first is that these pro-
grams need to be implemented by the States or by local govern-
ments acting in their role as partners with Federal agencies. That
is certainly the case for the Food Stamp Program.

We already have an enormous amount of complaints and criti-
cism from the States in that these programs are terribly complex
and that they are not being reimbursed properly for their adminis-
tration.

Our fear would be that enactment of this legislation might fur-
ther complicate the administration of the program and make it
even more costly and more difficult, and provide an even greater
burden on the States.

Second, I would like to note that the Food Stamp Act of 1977 al-
ready allows the States the option to disqualify individuals from re-
ceiving Food Stamp benefits if they are delinquent in court-ordered
child support payments or they fail to cooperate with child support
enforcement programs in establishing paternity and obtaining child
support.

So, we are not certain of our further ability to promote personal
responsibility that would be needed for the Food Stamp Program.

I would like to note it is unclear from this legislation whether
the disqualification would apply just to the individual who is delin-
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quent in payments or to other members of the household living
with that individual.

Our department in the past has not supported penalizing entire
households where only one member of the family failed to comply
with some program rule.

So, any legislation that would potentially deny food assistance to
low-income households needs to be very carefully considered be-
cause, I want to note, 50 percent of the Food Stamp recipients are
children and the Food Stamp Program, we think, already has exist-
ing authority that encourages personal responsibility.

So, we think any modifications to this authority might be more
appropriately considered when the Food Stamp Act comes up for
reauthorization in fiscal year 2003.

Now, turning to the Child Nutrition Programs, H.R. 866, as in-
troduced, we think presumes that the benefits denied are those to
which the applicant alone is entitled. But in almost all cases, the
benefits under the Child Nutrition Program are intended for some-
one other than the applicant and so, as with the Food Stamp Pro-
gram, we think it would be counterproductive to deny benefits to
others who may be associated with the individual who is not in
compliance.

So, benefits under both the Child Nutrition Program and the
Special Supplemental Nutrition Program for Women and Children,
the WIC Program, and our commodity distribution programs are
provided by local schools, childcare centers, health clinics and simi-
lar entities under arrangements with the States.

We think any additional responsibilities for collecting, monitoring
and carrying out the administration of this process could prove to
be extremely burdensome and costly and would have a negative im-
pact on the overall administration of the program.

One other point, Mr. Chairman, we think is important is the ex-
emptions already made for means-tested programs. The Debt Col-
lection Improvement Act of 1966 has uniformly included language
that exempts benefit payments made in means tested programs or
it allows the delegation of authority to make such exemptions.

We would suggest that just to be in conformance with the exist-
ing legislation H.R. 866 might include similar language.

I just talked about the food assistance programs and now want
to note the impact on the farm programs.

We are troubled by the lack of a clear definition of the term “fi-
nancial assistance,” because without it we don’t know how broadly
H.R. 866 might apply to these programs.

We operate a host of programs that provide assistance to farmers
and rural communities, as well as farm loan and debt restructuring
programs. We certainly think that H.R. 866 would apply to the
farm loan and debt restructuring programs and we are not certain
how that would affect co-obligors if there is more than one bor-
rower and only one borrower was in default. How would that affect
the other parties?

Also, we are concerned that the certification process might add
to delays in making these loans to farmers. As we know, there is
a seasonal element involved here and loans have to be timely or
otherwise the season moves along.
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We are also concerned about the direct payments made to farm-
ers. The payments made under the marketing loan programs and
a whole variety of other programs as well as the loan and loan re-
structuring programs—how all of those might be affected without
a clear definition of the term “financial assistance.”

Finally, Mr. Chairman, let me end by saying again, USDA
strongly supports the intent of the legislation, but we would like
to see further analysis to ensure that administrative costs and
procescsles don’t inadvertently reduce benefits to children and others
in need.

I would note that the bill touches on some very complex issues
such as cause and effect, State versus Federal roles, and we have
some serious concerns about those issues. Additional concerns in-
clude the denial of financial assistance benefits to children and di-
minishing the applicant’s subsequent earnings and thus the means
to pay the child support payments.

With that, I will stop. Thank you.

[The prepared statement of Mr. Penn follows:]
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Before the House Committee on Government Reform
Subcommittee on Efficiency, Financial Management
and Intergovernmental Relations
on H.R. 866
Subsidy Termination for Overdue Payments Act of 2001
June 6, 2001

Introduction

Mr. Chairman and Members of the Subcommittee, I am pleased to be here today to share
with you USDA’s views on HLR. 866, the Subsidy Termination for Overdue Payments
Act of 2001. USDA supports the goals of this bill; however, we do have serious concerns

about the impact of this legislation on the administration of certain USDA programs.

H.R 866 provides that the Federal Government (and its partners) may not provide
financial assistance to an applicant unless the agency or instrumentality obtains from the
applicant a certification that the applicant is not more than sixty (60) days delinquent in
child support payments or is in compliance with a plan or agreement between the
applicant and the person to whom payment is to be made or a state providing services to

the person to whom the payment is owed with respect to the collection of the support.
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Applicability to USDA Programs

Approximately 43 percent of USDA’s budget funds food assistance programs primarily
administered through the States. Over 36 percent of USDA’s budget provides a host of
program benefits to farmers and rural communities. Some of our financial assistance is
for emergency programs in response to natural and other disasters, such as hurricanes and
floods. H.R. 866 does not define the term “financial assistance,” and as written appears

to be applicable to most, if not all, USDA programs.

Food Assistance Programs - certification a burden on the states.

Strictly speaking, our domestic food assistance programs provide nutrition assistance
rather than financial assistance. This is done through the issnance of limited-use coupons
or vouchers or through the actual service of meals in schools or daycare homes or
through the distribution of commodities. However, if HR 866 is intended to apply to

these programs, I would make the following observations.

A number of USDA and other Federal programs are implemented by States or local
governmental units acting in their role as partners with Federal agencies.

An example is the Food Stamp Program, where States administer the Program and pass
through benefit payments to Program recipients. The Department is already hearing loud

criticism from States, advocacy groups, and some Members of Congress about the
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complexities of the Program, and the length of States' application forms necessary to
certify individuals. Enactment of this legislation would likely complicate administration
of the Program, as obtaining such information may prove to be costly and difficult,

potentially creating an unreasonable burden on the States and local governments.

It should be noted that the Food Stamp Act of 1977 already allows States the option to
disqualify individuals from receiving food stamp benefits if they are delinquent in court-
ordered child support payments or fail to cooperate with the Child Support Enforcement
Program in establishing paternity and obtaining child support. Consequently, further

authority to promote personal responsibility is not needed for this Program.

Additionally, it is unclear from H.R 866 whether the disqualification would apply just to
the individual who is delinquent in payments or to other household members living with
the individual. USDA in the past has not supported penalizing entire households when
only one member fails to comply with Program rules. Any legislation that would
potentially deny food assistance to low-income households needs to be carefully
considered, especially since approximately 50 percent of food stamp recipients are
children. Because the Food Stamp Program already has existing authority that encourages
personal responsibility, modifications to this authority would more appropriately be

examined when the Food Stamp Program is reauthorized for fiscal year 2003.

With regard to the Child Nutrition Programs, H.R. 866 as introduced presumes that the

benefits denied are those to which the applicant alone is entitled. In almost all cases,
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benefits under the Child Nutrition Programs are intended for someone other than the
applicant. As with the Food Stamp Program, it would be counterproductive to deny
benefits, particularly essential nutritional benefits, to children because of the failings of a
parent. We have concerns that the bill may not ensure that only benefits for which the
applicant is the sole recipient are affected and, to the extent possible, applicable only
where denial of benefits will not be harmful to anyone other than the individual who is

delinquent in payments.

Benefits under the Child Nutrition Programs, the Special Supplemental Nutrition
Program for Women and Children (WIC) and the Commodity Distribution Programs are
provided by local schools, child care centers, and health clinics and similar entities, under
agreement with State agencies. Any responsibilities for collecting, monitoring and
generally carrying out the administration of this process and information would be
extremely burdensome and costly and could negatively impact the overall administration

of these programs, paiticularly at the local level.

Exemptions made in means-tested programs.

Existing law (e.g., the Debt Collection Improvement Act of 1996) has uniformly included
language that exempts benefit payments made in means-tested programs from such
efforts (or at the least has included language which delegates the authority to make
exemptions in such cases). We suggest that HLR. 866 include similar language to bring it

into conformance with the other current laws.
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Impact on Farm Programs

The legislation would also impact eligibility for farm loans as well as assistance for debt
restructuring. In both cases, existing regulations require the applicant/borrower to be
current on all Federal debts (including non-farm loan debt) once the loan/restructure is
closed. If enacted, HR 866 would require that defaulted child support payment would
cause the applicant/borrower to be ineligible for Government loan assistance. There
could also be an impact on co-obligors. The bill is silent on whether all parties to a loan

are denied assistance if one co-borrower on the loan is delinquent on child support.

The certification process required by H.R. 866 may add delays to the loan-making and
assistance process. Applications for assistance by borrowers in the farming community
are always time sensitive. Delays in processing applications could adversely affect crop
production and management for these farmers, which would adversely affect earnings
that might otherwise be put towards payment of child support. We note that the bill does
contain an exemption clause, but it does not take into consideration whether withholding
such assistance will put at risk other children living with the individual or make it less

likely that the individual would be able to meet child support obligations.

Summary
While USDA supports the intent of H.R. 866, we believe that further analysis is needed
to ensure the administrative costs and processes do not inadvertently reduce benefits to

children and others in need. The bill touches on very complex issues, including cause and
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effect relationships, and State versus Federal roles. We have serious concems that in
some cases the denial of financial assistance benefits will actually diminish the

applicant’s subsequent earnings and thus the means to pay child support payments.

Once again, thank you for the opportunity to share our comments.
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Mr. HorN. Thank you.

We now have Daniel L. Hatcher, the senior staff attorney for the
Children’s Defense Fund. Mr. Hatcher, we are glad to have you
here. We know of a lot of the work of the Children’s Defense Fund.
That, too, is an NGO, or a nonprofit.

Mr. HATCHER. It is. We receive no government funds as well.

Mr. HOrRN. We would like you to summarize your statement and
then get to the key things.

Mr. HATCHER. Thank you, Mr. Chairman, and good morning. We
also commend the subcommittee for holding this hearing on H.R.
866 and the very important issue of child support enforcement. We
appreciate the opportunity to testify.

Children need support from both parents, both financial support,
and when possible, emotional support. The Children’s Defense
Fund applauds Representative Bilirakis for introducing H.R. 866
and making an important statement about parent’s responsibility
to support their children.

However, we do have a number of reservations about this legisla-
tion. Everyone agrees that the continued improvement of child sup-
port enforcement is vital. The question really begins to come down
to the focus. With State programs facing limited resources, how
should those resources be best used to best help children, especially
low-income children?

Rather than implementing a new set of penalties at this time, we
believe that the limited resources of the State child support pro-
grams can be better used to continue improvements to existing en-
forcement tools, including the tools already mentioned that came
out of the 1996 Welfare Reform Law, to reform child support dis-
tribution rules to get more child support that is already being col-
lected to the families with children, especially those families that
are now leaving welfare for work, and to provide supportive serv-
ices to both low-income custodial and non-custodial parents to be
better equipped to better support their children.

First, turning to the issue of child support distribution, I would
like to spend just a couple of minutes discussing what we believe
to be the most important issue. Reform to the Child Support Dis-
tribution rules is needed to help low-income children.

The reform that is included in the Johnson-Cardin Child Support
Distribution Act of 2001 and also incorporated into the act, to leave
no child behind, an omnibus bill for children, is crucial for several
reasons. Families that receive welfare under current law have to
assign their child support benefits to the government.

When families leave welfare, they often end up in a situation
where some of the child support is owed to the government and
some is owed to the children, which then creates a very complex
set of distribution rules to decide when the money comes in how
much goes to the government, to the State, the Federal Govern-
ment and when and how much goes to the children.

Child support that is owed to the government rather than chil-
dren can work against families, where non-custodial fathers can be-
come more alienated from their families when they struggle to pay
child support that they know is being taken from the children and
kept by the government. Poor mothers and fathers that reunify are
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often still forced to pay child support arrearages that are owed to
the State government even though the children are now with them.

Now, the States do have the option to give some of this assigned
child support back, but only after they pay the Federal Government
its share. So, they don’t have the option to give it all back at this
point.

The Child Support Distribution Act would change this to give
States the option to pass through all assigned child support to chil-
dren with Federal participation in the pass-through.

Also, another troubling aspect of the current child support dis-
tribution rules is that the most effective means of collecting child
support arrears for low-income families, those families who have
received or are receiving TANF tax intercepts, is often not avail-
able to low-income families.

Now, changing the child support distribution rules, the reason I
am spending time on this is that it is so important. It would take
some funding from State child support programs that are already
facing limited resources, which adds to our concern of adding a new
set of administrative burdens on the Child Support Program.

It is clear, it is very clear that H.R. 866 has the obvious intent
to serve the best interests of children. But in addition to some of
these concerns we have with the limited resources, there are con-
cerns that have already been mentioned with some of the language
in H.R. 866.

I won’t spend a lot of time, since some of these items have al-
ready been discussed. We do have concerns with the fact that fi-
nancial assistance is not defined and that the failure to adequately
define “financial assistance” could lead to the unintended result of
denying benefits when in some circumstances they could actually
help children. They could help low-income non-custodial parents
work toward self-sufficiency and then be better able to help their
children.

Some good examples could be legislation which is introduced in
the Senate and House now for Federal funding for fatherhood pro-
grams, to provide assistance to low-income, non-custodial parents
in the form of responsible fatherhood programs, job training, paren-
tal counseling, domestic violence counseling and the like; all geared
toward the goal of helping these low-income, non-custodial parents
be more involved with their families when appropriate and provide
better support to their children.

Also, we take concern with the good cause exception, although it
is clear the good causes exception is there with the intent to take
into account these situations where it might be better for the non-
custodial parent to get the benefits to help the children. As has al-
ready been said, the exception is not defined.

We also have concerns about who would make the decision on
good cause, what would be the procedure? There are no provisions
for protecting against due process concerns, for providing the right
to contest and appeal the good cause decisions.

It seems most likely that the place where the decision would fall
for determining good cause would end up on the child support pro-
grams, otherwise there would be great difficulty if each agency was
making the decision about what is good cause in those cir-
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cumstances without really having a lot of information about the
personal facts of these families and children.

Possible modifications to H.R. 866 could definitely be made to im-
prove upon some of these concerns. For example, changes could be
made to clarify which specific types of financial assistance would
be targeted. Rather than adding a growing list of exemptions of
programs that would not be denied, it would likely be a better ap-
proach to only add those programs that would be specifically tar-
geted and only after very careful consideration is given to those
specific programs to ensure that their denial would actually encour-
age more child support payments rather than in some cir-
cums‘ziances hurting the situation further, as has already been dis-
cussed.

Also, changes to the good cause exception could be made to better
indicate what factors are going to be considered on good cause. Is
it the best interest of the children that is the over-riding standard?
Specific examples could be listed as examples of what meets good
cause such as when a family reunifies and the non-custodial parent
now lives with the children for whom child support is owed.

It would also be important to add in the right to contest and ap-
peal good cause decisions, both to protect against due process con-
cerns and to better ensure that when a good cause determination
is made that it is not made in error. Again, as I have already said,
it would be important to decide where that decision is made and
come up with the structure for that decision.

That leads me to some of the concerns on the additional adminis-
trative burdens that this could have on the child support programs.
Even with these potential changes to the legislation, the Children’s
Defense Fund fears that H.R. 866 could place an undue adminis-
trative burden on State Child Support Enforcement Offices.

Now, I am aware that the idea is that this would be through self-
certification, but it does seem difficult that the self-certification
would, when carried out, not include significant involvement from
the child support enforcement agency, either in tracking a situation
where reports are made where there may have been false certifi-
cation filed and looking at situations where the parent was at first
not in compliance but then came into compliance.

The self-certification does allow for working out an agreement
even if the parent is behind on child support but questions can
come up about who would they work out the agreement with. It
seems like it would have to be with the child support enforcement
offices.

Initial conversations with some child support IV-D Directors con-
firm these concerns, that the serious funding difficulties that the
State child support enforcement programs are facing, at the same
time that they are trying to step up enforcement activities and
really get up to speed on all the existing child support tools that
are now available, including those new tools that were made avail-
able through welfare reform.

They are providing new services to both custodial and non-custo-
dial parents to really look at the holistic approach to serving low-
income families and to helping both custodial and non-custodial
parents better serve their children and have more involvement
with their children when appropriate.
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In developing and implementing State-wide computer systems,
there is concern that implementing this new set of penalties could
require some very complicated interaction between the child sup-
port enforcement agencies and several different Federal and State
agencies in determining when parents are or are not in compliance.

So, again, rather than adding the burden on State programs at
this time to implement this new set of penalties, we believe that
a better use of the limited funds available to child support pro-
grams at this time is to continue improvements to the existing
tools, to continue reform of child support distribution to get that
child support that is already being collected to these families with
children, and to provide additional supportive services both to cus-
todial and non-custodial parents so they can better provide for
their children.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Hatcher follows:]
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Mr. Chairman and Members of the Subcommittee:

The Children’s Defense Fund (CDF) commends the Subcommittee on
Government Efficiency, Financial Management, and Intergovernmental Relations for
holding this hearing on H.R. 866. We appreciate the opportunity to testify about the
important issue of child support enforcement. CDF is a private, nonprofit advocacy
organization whose mission is to Leave No Child Behind®. We receive no government
funds. CDF provides a strong, effective voice for all the children of America who cannot
vote, lobby, or speak for themselves.

Children in families striving to become or stay self-sufficient need support from
both parents, and strong penalties for failure to pay support are crucial. The effectiveness
of the child support program is now steadily improving, but continued improvements are
vital to the well-being of children with absent parents, especially low-income children.
The child support program can have a significant anti-poverty effect — when it is
successful in getting support payments to families. Among custodial parents receiving
none of their ordered child support, the poverty rate was 35.7 percent, whereas for those
receiving all the support due, the poverty rate was 15.2 percent.! CDF applauds
Representative Bilirakis for introducing H.R. 866, the “Subsidy Termination for Overdue
Payments Act of 2001,” and thereby making an important statement about parents’
responsibility to support their children. However, CDF has a number of reservations

17U.8. Census Bureau, Child Support for Custodial Mothers and Fathers, P 60-212 {October 2000).
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about this legislation, and we believe the limited resources of state child support
programs can be better used to continue improvements to existing enforcement tools, to
reform child support distribution rules to get all collected child support to children and
their families, and to provide supportive services to both low-income custodial and
noncustodial parents to assist them in supporting their children.

H.R. 866 may have unintended negative impacts on low-income children

H.R. 866 makes a strong statement about the responsibility of noncustodial
parents to support their children. Strong enforcement tools, and strict penalties for
noncompliance with court orders play a critical role in effective child support
enforcement. However, the language in H.R. 866 may be too broad and actually have a
negative impact on some low-income children.

H.R. 866 would prohibit the Federal Government from providing “financial
assistance” if certification is not obtained that the applicant is not more than 60 days
delinquent in the payment of any child support obligation (unless in compliance with a
payment plan/agreement or meets a good cause exception). “Financial assistance” is not
defined and wide discretion would be given to each federal agency to develop
regulations. CDF is concerned that the legislation, although clearly possessing the
important intent to help children by increasing child support payments, may be too broad
and lead to denial or termination of assistance to low-income noncustodial parents, when
the provision of such assistance may in some cases be in the children’s best interests.

There is an increasing recognition of a population of low-income noncustodial
parents with barriers to employment and an inability, as opposed to unwillingness, to
comply with child support orders. State and federal programs are developing to provide
forms of assistance, job training, counseling and support services in order to help these
absent parents become better equipped to provide financial support, and, if possible,
increased emotional support for their children. Legislation has been introduced in the
House and Senate this year that include provisions to provide federal funds for states to
create such programs to help noncustodial parents. The Child Support Distribution Act of
2001 (H.R. 1471) contains provisions for funding responsible fatherhood programs, the
Responsible Fatherhood Act of 2001 has been introduced in the House (H.R. 1300) and
Senate (S. 653), and funding for fatherhood programs is included in the omnibus biil for
children introduced by Representative George Miller and Senator Dodd, the “Act To
Leave No Child Behind” (H.R. 1990 and S. 940). President Bush also includes funding
for such programs in the Administration’s budget.

Programs receiving federal funds could be designed to provide assistance to
noncustodial parents who face barriers to employment and are not able to keep up with
their child support orders. The funds could even be used to forgive child support arrears
in a method designed to encourage payment of current support. For example, a pilot
program that has already been developed in Baltimore forgives an increasing amount of
state-owed child support as noncustodial parents participate in job training programs and
make steady current child support payments. If these programs are considered a form of
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financial assistance, H.R. 866 could deny such assistance to the very individuals the
assistance would be designed to help.

Questions also exist as to whether several other current and possible future forms

of assistance would be considered “financial assistance” under H.R. 866. The following
examples illustrate additional situations where the denial of assistance may not be in the
children’s best interests.

1.

H.R. 866 contains an “Exemption for Financial Assistance that is Subject to
Garnishment for Failure to Pay Child Support.” This exemption would allow
garnishable federal benefits, such as Social Security Disability Insurance benefits
(SSDI), to continue so that child support payments can be collected through
forced garnishment. However, other forms of assistance based on financial need
or disability cannot be garnished and therefore would not meet this exemption. A
disabled father’ may have Supplemental Security Income (SSI) as his only form
of income — and still make small child support payments to his child (although not
enough to meet current ordered payments and accumulated arrears). SSI canmot
be garnished for child support payments, so it does not fall within H.R. 866°s
exemption. If SSIis considered “financial assistance” under H.R. 866, the benefit
payments would cease and the disabled father would lose his ability to make the
small child support payments.

When a custodial parent applies for welfare, the children’s child support rights
must be assigned to the state. A significant percentage of noncustodial parents
therefore have child support arrearages that are state owed. It is not at all
uncommon for a noncustodial parent to reunify with his family, or for custody of
the children to change from the mother to him. In such circumstances, the parent
may still have substantial child support arrearages owed to the state although the
children now reside with him. That parent would then not be eligible for any
programs considered to be “financial assistance” under H.R. 866.

When a child enters the foster care system due to abuse or neglect, the child’s
parents may be ordered to pay child support while the child is in the system.
Federal funds may be used to provide assistance to one or both of the parents as
they work towards possible reunification with their child. Reunification with a
parent may be the best option for the child, and the parent could greatly benefit
from reunification services and assistance. However, if the assistance is
considered “financial assistance” under H.R. 866, and the parent has not been able
to make all child support payments, the parent may be denied the needed
reunification services even though reunification is in the child’s best interests.

H.R. 866 does contain a good cause exception, and it is conceivable that the

above situations could meet such a good cause exception. However, no guidance is

2 This testimony often refers to noncustodial parents as fathers for purposes of simplicity, and because the
majority of noncustodial parents are men. We recognize there are also many female noncustodial parents
and male custodial parents.
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provided as to defining good cause, the procedure for determining good cause, or whether
any ability to appeal exists.

Therefore, without further clarification, H.R. 866 could inadvertently deny or
terminate beneficial forms of assistance such as those described above. If these and other
forms of assistance based on financial need or disability are terminated, the chances of
low-income noncustodial parents improving their situations and providing more support
to their children may be seriously reduced.

Possible modifications to H.R. 866.

To address concerns with the possible over-reaching aspects of H.R. 866, various
changes could be made to clarify which specific types of financial assistance are being
targeted. Either a specific list of targeted forms of financial assistance could be included,
or in the alternative, a specific list of exempted forms of assistance. It would likely be a
better approach to list those specific forms of assistance that will be denied - after careful
consideration of whether denying specific forms of assistance would serve the purpose of
encouraging child support payments without causing unintended harm to the children.

Changes to the good cause exception could also be made to better indicate factors
and procedures for determining good cause. For example, good cause could be defined to
include situations where the noncustodial parent will utilize the assistance to try to
improve his economic situation so he can better support his children, and other situations
that are in the best interests of the children. Specific circumstances could be listed as
automatically meeting a good cause exception, or added to a list of exemptions — such as
situations where a parent has reunified with his children but still owes child support
arrears. Also, it would be important to provide for the right to contest and appeal
determinations in order to address constitutional due process concerns and reduce the
number of denials of assistance made in error.

Administrative burden of H.R. 866 on state child support enforcement offices.

Even with modifications such as those discussed above, the timing may not be
good for implementing the penalties proposed in H.R. 866. State child support programs
are facing serious funding difficulties at the same time as they are stepping up
enforcement activities, providing new services and counseling both to custodial and
noncustodial parents, and developing or improving statewide computer systems. The
addition of a new set of penaities to implement, that would require coordination with
multiple federal and state agencies and additional difficulties in automation, could impose
an undue burden on state child support programs. Despite improvements in the
performance of the child support programs, continued efforts to get more child support to
children are critical. Limited resources should not be diverted from improving the use of
existing enforcement tools, reforming child support distribution rules, and providing
supportive programs likely to have the maximum benefit for children.
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Performance of the child support program is improving.

Child support enforcement tools have been strengthened in recent years. Wage
withholdings were made mandatory in 1988, and then were made more effective when
the National Directory of New Hires was established in the 1996 welfare reform law, the
Personal Responsibility and Work Opportunity Reconciliation Act (“PRWORA?”).
Employers must now report all new hires to state agencies that then transmit the
information to the National Directory of New Hires. Child support offices can then
check the directory against a list of noncustodial parents with overdue child support.
After a match is made, a wage withholding order is issued to deduct automatically child
support payments from the noncustodial parent’s paychecks.

PRWORA also required each state to implement centralized computer systems for
collections, made improvements to paternity establishment, and provided uniform
interstate child support laws to address enforcement complications that exist when
multiple states are involved. Other enforcement tools now available include suspending
driver’s, professional, occupational, and recreational licenses, seizing assets in financial
institutions, placing liens on real or personal property, and incarceration.

‘With the strengthening of enforcement tools and increased recognition of the
importance of child support for child well-being, the performance of the child support
program has improved. $15.8 billion in child support was collected in 1999, a 10 percent
increase over fiscal year 1998, and according to a press release from the U.S. Department
of Health and Human Services, that number reached $18 billion in fiscal year 2000.
Paternities were established and acknowledged for 1.5 million children in 1999, about a
220 percent increase over fiscal year 1992. The child support collection rate has doubled
since 1995.°

Continued improvements are needed to help low-income children.

Despite the progress being made in the child support programs, millions of
children are still not receiving adequate support. A 1998 U.S. Census Bureau study about
child support found that 44 percent of all custodial parents had no child support orders or
agreements, and another 33 percent of parents did not receive payments despite
agreements. State child support agencies have high caseloads, and need to concentrate as
many resources as possible on making use of the new enforcement tools now available.

Low-income children of current and former welfare recipients have the greatest
need for the additional family income possible through the receipt of child support
payments. Unfortunately, the bulk of the collections are not reaching those children with
the greatest needs. Almost two-thirds (63 percent) of the IV-D child support caseload is

3 Data is from U.S. Department of Health and Human Services press release, “HHS Announces New
Record Child Support Collections” (January 17, 2001), the U.S. Department of Health and Human
Services, Child Support Enforcement FY 1999 Preliminary Data Report (September, 2000), and an analysis
by Vicki Turetsky, “Families Participating in the State Child Support Program,” (Center for Law and Social
Policy, 2001).
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made up of current and former welfare recipients, but the majority of the funds collected
in FY 1999 were for families who have never received welfare assistance. Of the small
percentage of child support collected for current TANF recipients (9.3 percent), very little
actually gets to the families — the government kept $1.3 of the $1.5 billion collected in
1999. Former TANF recipients are getting more of the child support collected on their
behalf ($3.8 billion out of the $4.83 billion collected), but still over $1 billion of the
amoul}t collected did not get to these children in families struggling to leave welfare for
work.

Improvements in the child support program should focus on child support
distribution reform.

The current child support system was not really set up to provide support for
children. Rather, the child support system was created for the federal government and the
states to recoup the costs of providing welfare benefits under the old Aid to Families with
Dependent Children program (AFDC). The AFDC welfare program was reformed in
1996 to encourage poor families to work and to provide temporary assistance to help
them become self-sufficient. Welfare reform has caused the child support program to
begin to shift from a purpose of recovering welfare costs to encouraging both parents to
support their children and getting more child support to the custodial families. However,
additional changes are needed to encourage states to pass through more child support to
families, and to reform the complex child support distribution rules.

Families receiving welfare must assign their rights to child support to the
government. The effect is that child support collections are then taken from the children,
kept by the state governments, who in turn pay a share to the federal government. The
children often get nothing.

Children in low-income families experiencing separation or divorce need
emotional and financial support from both parents. Child support that is owed to the
government, rather than children, can work against families. Poor non-custodial fathers
can become more alienated from their families when they must struggle to pay child
support they know the government is keeping. Some poor fathers will risk incarceration
by not paying government-owed support payments so they can try to help their children
directly. Poor mothers and fathers that reunify are often still stuck with paying child
support arrears to the government after they get back together.

After child support payments have been taken from children through required
assignment, the states do have the option to give some back, but only after they pay the
federal government its share of the takings. Under the current structure, only a small
amount of the child support is given back. In 1999, a total of $1.48 biilion in child
support was collected for the 3.6 million families in the child support caseload receiving
TANF assistance. Of that amount, only $113 million (7.65%) was given back to the

4 Paula Roberts, “The Performance of the Child Support Enforcement System: Two Points of View,”
(Center for Law and Social Policy, November 2000).
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children and their families. For families who had formerly received TANF assistance,
over $1 billion of the child support collected in 1999 was not given back to the children.’

Former welfare recipients receive little of back child support collected.
According to the U.S. Department of Health and Human Service’s Child Support
Enforcement FY 1999 Preliminary Data Report, $12.9 billion in child support arrears was
owed for families receiving public assistance, and $34.5 billion in arrears was owed for
families who formerly received public assistance. Intercepting federal tax refunds is an
increasingly successful method in collecting this past due child support. Tax intercepts
amount to the majority of back support collections made on behalf of families receiving
public assistance. For many low-income families, where non-custodial parents’ work is
intermittent and child support payments irregular, intercepting federal tax refunds may be
the only real chance they will have of getting past due child support.

Unfortunately, the most effective way of collecting past due child support is often
not available for poor children. When families are able to leave welfare for work, the
assignment of their child support stops but past due child support is still often owed in
part to the government and in part to the family. Under current law, past-due child
support collected by federal tax intercept is kept by the government to pay itself first -
even when most of the child support is owed to the children.

Last year, the House of Representatives overwhelmingly passed the Johnson-
Cardin Child Support Distribution Act of 2000 (H.R. 4678) by a vote of 405-18. The
Act would have changed the child support distribution rules to help families leaving
public assistance — including paying child support collected through tax intercepts to
families first, not requiring families to assign child support that accrued before they
started to receive public assistance, and allowing states to pass through all assigned child
support back to the families. Billions of dollars in child support would have been
directed to children. H.R. 4678 was referred to the Senate, and a similar Senate bill (S.
3189) was introduced. Unfortunately, the Senate never acted on these measures.

The Johnson-Cardin bill has been reintroduced this year as the Child Support
Distribution Act of 2001 (H.R. 1471), which is also incorporated in the Act To Leave No
Child Behind (H.R. 1990 and S. 940). Similar legislation has also been introduced in the
Senate.

5 U.S. Department of Health and Human Services, Child Support Enforcement FY 1999 Preliminary Data
Report (September, 2000)
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In summary, H.R. 866 possesses the obvious intent to serve the best interests of
children — by adding further penalties for failure to pay child support. However, even if
the clarifications discussed above can be made to the legislation, we believe a better use
of limited state program resources is to continue improvements to automation and
existing enforcement tools, to reform the child support distribution rules to get all
collected child support to children and their families, and to provide supportive services
to both custodial and noncustodial parents to assist them in providing financial and
emotional support for their children.
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Further, the risk of error is high due to the problem of poor records.!® Even when formal
records exist, they may not be accurate. For example, a non-custodial may have made direct
payments to the custodial parent that are not reflected in the records. This is a significant problem
in states that do not serve income withholding orders on employers as soon as a support order is
entered. During the interim between issuance of the order and imposition of income
withholding, the non-custodial parent may make direct payments to the custodial parent and these
will not be captured in the state’s records. In addition, in interstate cases, payments may have
been made in one state but credit for those payments may not be reflected in the records of
another state. Timely communication is another problem. What would happen in the
case of an NCP with arrearages who came into compliance after having been cut off from federal
financial assistance for a period of time? How quickly would a given agency be able to reinstate
benefits?

Providing the certification that H.R. 866 would require would create a substantial
administrative burden for state child support enforcement agencies, and would be likely to take
away from the time that staff spends collecting child support. Even if the legislation could be
implemented, it is unclear whether it would prevent non-custodial parents who are delinquent in
their child support payments from receiving federal benefits. H.R. 866 would require applicants
for federal financial assistance to provide certification that they are “not more than 60 days
delinquent in the payment of any child support obligation. . . [or] if so delinquent, in compliance
with a plan or agreement entered into between the applicant and the person to whom the payment
is to be made. . .” Because this certification is only required at the time that the non-custodial
parent applies for assistance, a non-custodial parent who did not have a child support arrearage at
that time could accumulate an arrearage at a later date and continue to receive federal financial
assistance,

An Alternative for Increasing Child Support Payments by Low-Income NCPs

A basic reason why many low-income NCPs do not pay child support regularly is that
they are unemployed or under-employed, and have only a limited income from which to pay
child support. Over the last several years, the economy has been strong, labor markets have been
tight, and unemployment has fallen to its lowest level in decades. Yet employment levels for
young African American men have stagnated over the last few years and do not reflect this
positive economic trend.

The current child support system does not do a good job of helping poor fathers meet
their children’s needs when they are unemployed or underemployed. It can and should be
improved. The welfare reforms of 1996 encouraged more low-income mothers to enter the
workplace so they can better support their children. Helping poor fathers become employed so

10 paula Roberts, An Ounce of Prevention and a Pound of Cure: Developing State Policy on the Payment of
Child Support Arrears by Low Income Parents, Center for Law and Social Policy, 2001.
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they can take more financial (and emotional) responsibility for their children is the next step.
Instead of creating another punitive tool that, I would suggest that we explore ways to help low-
income non-custodial parents become more responsible and increase their ability to pay child
support through employment and other services. The fatherhood demonstration projects that
would be funded under the Child Support Distribution Act of 2000 (which passed the House by a
vote of 405 to 18 last year) represent the best way to approach this issue given our limited
knowledge about “what works™ in terms of providing services to low-income NCPs.

The fatherhood provisions included in the Child Support Distribution Act would provide
funding to community-based and state programs working directly with low-income non-custodial
parents. These funds would be provided on a competitive basis to encourage the child support
agency, the TANF program, workforce development organizations, and community-based
organizations to work together in delivering a variety of services to non-custodial parents. The
goal of these services for non-custodial parents would be to increase the employment rates of
such parents, encourage them to become more involved in the lives of their children, assist these
parents in meeting their parental responsibilities, and promote marriage.

There is much we need to learn about how government policies should be structured to
assist low-income non-custodial parents successfully in becoming more responsible fathers,
becoming employed, and paying child support. The fatherhood provisions in H.R. 4678 provide
sufficient funds in selected localities to implement different approaches on a large enough scale
to permit evaluation. This will enable other localities, as well as federal and state policymakers,
to learn what works and what does not. The Bush Administration has proposed a similar
approach.

Another important policy change to encourage the payment of child support by low-
income NCPs would allow families to benefit from child support paid on their behalf while they
are recipients of cash assistance through the Temporary Assistance for Needy Families (TANF)
program. Under the current system, children generally do not benefit from child support paid on
their behalf if they live in a family that is receiving cash assistance, and this policy can frustrate
both custodial and non-custodial parents. In the majority of states, the government retains al/
child support paid on behalf of families receiving welfare. In these cases, all child support
payments a non-custodial father makes are retained by the government, and none of his payments
benefit his children. From the perspective of the fathers — and their children — this is
effectively a 100 percent tax rate on the father’s child support payments. In 1998, states
collected $2.6 billion in child support for children in families receiving public assistance and
passed along only $282 million — less than 11 percent of it — to the families and children for
whom the money was intended.

The federal government should create incentives for states to change these policies by
enacting child support disregards in calculating TANF benefits. The disregard refers to the
amount of paid child support that is ignored, or disregarded, when welfare benefits are
calculated. For example, with a 50 percent disregard, instead of reducing welfare payments

8 [FA2001\2001 HE~1\0606 HR~1\TESTIM~\PRIMUS.WPD
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dollar-for-dollar, which is the current policy in many states, every dollar of child support would
reduce welfare payments by 50 cents, thus ensuring that custodial families are better off when
child support is paid. States could go further and build on the proven success and cost-
effectiveness of the EITC by creating financial incentives similar to the EITC for the payment of
child support. For example, a state could match the child support payments made by low-income
fathers.

Conclusion

In conclusion, while I share Representative Bilirakis’s concern about unpaid child support
orders, other efforts — and not H.R. 866 — should be made first to collect this unpaid support.
Before adopting a new enforcement tool, I think it is important to understand 1) why non-
custodial parents with means are escaping the current system, and 2) how the new tool would
affect low-income NCPs who are not able to pay enough child support to meet their children’s
needs. The current child support system has a number of tools to collect money from NCPs with
child support arrearages. The state can seize assets in banks; intercept payments from public
sources including unemployment compensation, lottery winnings, and tax refunds; suspend
driver’s, professional, occupational, and recreational (including hunting and fishing) licenses;
report arrearages on a delinquent NCP’s credit report; and in some cases states can use civil
contempt procedures to incarcerate NCPs. The proposed legislation would disproportionately
target low-income non-custodial parents, its implementation would prove problematic, and the
legislative language is vague in a number of crucial areas. A more effective approach would be
to improve the implementation of existing enforcement tools while exploring ways to help low-
income non-custodial parents build their capacity to work and pay child support regularly.

9 JA2001\2001HE~1\0606HR~I\TESTIM~1\PRIMUS. WPD
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Mr. HORN. Thank you very much. We now go to Wendell Primus,
the director of income security, Center on Budget Policy Priorities.

Mr. PrRiMUS. Mr. Chairman and members of the subcommittee,
thank you for the opportunity to testify today on H.R. 866. I will
summarize my testimony and try not to repeat what has been
raised by the three witnesses to my right.

We basically agree with the three previous statements and be-
lieve that H.R. 866 is flawed and could have a number of harmful
and counterproductive effects.

We strongly agree with Representative Bilirakis that the pay-
ment of child support is a fundamental civic responsibility and par-
ents who do not live with their children have an obligation to pro-
vide both financial and emotional support to them. Research also
shows that strong child support enforcement programs reduce en-
trances into and hastens exits out of welfare and reduces divorce
and out-of-wedlock childbearing.

I think the real issue is: Does the child support enforcement pro-
gram need another tool or should we use the existing tools we have
better? I think having watched this program over the last 25 years,
we have given the program many more tools and the key ones were
added in the Welfare Reform Act of 1966.

That was through the New Hire Directory. Every time a person
is hired today in the United States, the employer must forward a
form which is matched against a registry of all the child support
orders. If there is a match, you can immediately order automatic
wage withholding.

I think we are on the threshold of seeing enormous increases in
performance and just in the last 5 years, the probability of collect-
ing from someone with an order in the IV-D system hearings dou-
bled from 34 percent to 68 percent. So, I think we have made enor-
mous strides.

So, I think rather than adding another penalty, I believe our
focus should be on ensuring that States use the tools they already
have as effectively as possible.

Going through your two or three examples at the beginning of
the hearing, Mr. Chairman, the question is, why didn’t that NBA
star get an automatic wage withholding so that his salary was re-
duced and sent to child support? I mean, why wasn’t the State in-
volved doing that?

In terms of the other two examples, the question was, you know,
why didn’t we take away their professional licenses? Those tools
are available. It is not that we really want to take it away, because
then we have destroyed probably his ability to earn a livelihood,
but my point is that the system already has sufficient tools.

The question is: Should we be using those tools better and how
can we help States utilize those tools better?

But I am also concerned that this bill could make it more dif-
ficult for low-income non-custodial parents to become employed and
meet their parental responsibilities.

Many dads in the current IV-D system need support and prob-
ably need financial assistance such as job training and education
programs. I think in the next round of welfare reform we have got
to be more concerned about the non-custodial parents’ involvement
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in the lives of their children and helping them move into the labor
force, retain employment and make payment.

As Dan has already indicated, I think the first step in that proc-
ess is really passing H.R. 4678, a bill that passed last September
by a margin of 405 to 18 in the House. The Senate, unfortunately,
did not take it up. But this really was the first step. It would also
have assured that more of the child support actually gets from the
dads to the children.

Today, we have a 100 percent tax rate in the case of low-income
dads where mothers are on welfare. The dad is ordered to pay. If
he pays, all of the moneys accrue to the benefit of the State or Fed-
eral Government.

I know that Illinois has considered passing through. The problem
is that the Federal Government doesn’t help them in that effort. I
know the bills have actually passed the House. I think the last one
was vetoed by the Governor. My understanding of the situation is
if you passed H.R. 4678 and had the Federal Government partici-
pate partially in getting those payments to the mother, many
States would take advantage of that.

So, I share the concerns about the definition of good cause and
what is financial assistance. I worry that might be applied to job
training programs. Since my time is up, I do want to emphasize
that this issue of arrearages is a big issue among low-income, non-
custodial parents.

In Baltimore City, I have looked carefully at Maryland and the
State did runs for me. The average arrearage for a low-income
male in Baltimore City was $9,000. We are hearing lots of anec-
dotal evidence that is forcing them to go underground and is doing
just the opposite of what we intended.

So, I think our emphasis has got to be on getting those low-in-
come, non-custodial parents to meet their parental responsibility.
That is different from the three examples that you cited earlier. I
d}(l)n’t think another punitive tool is the right way of going about
that.

Thank you.

[The prepared statement of Mr. Primus follows:]
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TESTIMONY OF WENDELL PRIMUS
Director of Income Security, Center on Budget and Policy Priorities
Before the Subcommittee on Government Efficiency, Financial Management and
Intergovernmental Relations of the Committee on Governmental Reform
June 6, 2001

Mr. Chairman and Members of the Subcommittee on Government Efficiency, Financial
Management and Intergovernmental Relations:

Tharnk you for the opportunity to festify today on H.R. 866, the Subsidy Termination for
Overdue Payments Act of 2001. My name is Wendell Primus, and I am Director of Income
Security at the Center on Budget and Policy Priorities. The Center is a nonpartisan, nonprofit
policy organization that conduets research and analysis on a wide range of issucs affecting low-
and moderate-income families. We are primarily funded by foundations and receive no federal
funding.

While I share Representative Bilirakis’s conviction about the importance of timely child
support payment and that dads should not get behind in their child support obligations, I believe
that the approach in H.R. 866 is flawed and that it could have number of harmful and
counterproductive effects.! ‘ k

Child support data shows that there are many non-custodial parents who have
accumulated substantial arrearages. If non-custodial parents with means are escaping the child
support system, the analytical questions that should be answered are how, why, and what changes
are needed to the child enforcement system to prevent this from occurring? I suspect that the
answer to these questions is that the existing enforcement tools are not being fully utilized, and
that some additional funding and staff are needed for the system. If the answer is that arrearages
are primarily accumulating for dads without income, the issue becomes what can or should
government do to assist those parents in meeting their parental responsibilities, I would argue
that another punitive enforcement tool will hurt efforts to help these low-income non-custodial
fathers become more responsible parents.

Finally, implementing this bill would require a substantial investment in child support
agencies’ time and effort. I believe that this time and effort would be better spent making more
effective use of existing enforcement tools and providing services to help low-income NCPs
increase their ability to pay child support regularly.

! Since the majority of noncustodial parents are men and the majority of custodial parents are wormen, for
simplicity I use the terms “noncustodial parent” and “noncustodial father” interchangeably. There are a number of
male custodial parents and female NCPs.

CATEMPHRS66L~1.WFD
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Importance of a Strong Child Support System

Tam a strong proponent of child support and believe that child support enforcement is a
very important program, and agrec with Representative Bilirakis that “payment of child support
is & fundamental civic responsibility.” Parents who do not live with their children have an
obligation to provide both financial and emotional support to them. Besides directly benefitting
the children who receive child support payments from their non-custodial parents, child support
enforcement has a number of other positive effects. Sirong child support enforcement reduces
entrances into and hastens exits out of welfare and reduces divorce and out-of-wedlock
childbearing.’

Child Support Enforcement Tools

Federal legisiation strengthening the child support system was passed in all but three
years between 1981 and 1999. This legislation transformed each of three key components of
child support enforcement: paternity establishment, setting consistent child support orders, and
obtaining child support payments. With the implementation of statewide computers and new
data matching tools authorized by welfare reform in 1996, the child support collection rate has
doubled since 1995. Once a child support order is in place, 68 percent of IV-D families can now
expect to receive at least some child support® The IV-D program has especially benefitted the
lowest-income families, with never-married mothers experiencing a four-fold increase in their
child support receipt rate since the programs inception.*

The current child support program has many tools at its disposal to enforce NCPs®
responsibility to pay child support. In recent years, the program’s enforcement activities have
been strengthened at both the state and federal levels. The enforcement tools have become
increasingly sutomated as well. Federal legislation passed in 1988 requires automatic
withholding of child support obligations from the paychecks of non-custodial parents. To make
wage withholding as effective as possible, legislation enacted in 1996 established the National
Directory of New Hires which allows the child support office to closely track NCPs®
employment. This directory contains information about all newly hired employees which the

2 Sec Irwin Garfinkel, Assuring Child Support in the New World of Welfare, presented at The New World of
Welfare Conference, February 1-2, 2001.

% 1995 data is from the Office of Child Support Enforcement, Department of Health and Human Services, Child
Support Enforcement: Twentieth Annual Report to Congress for Period Ending September 30, 1995, 2000 data-is
unofficial. Data analyzed by Vicki Turetsky, Families Participating in the State Child Support Program, Center for
Law and Social Policy, 2001.

* Blaine Sorensen and Ariel Halpern, Child Support Enforcement is Working Better Than We Think, Urban
Institute, 1999 cited in Vicki Turetsky, Families Participating in the State Child Support Program, Center for Law
and Social Policy, 2001,
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child support enforcement office then checks against a list of NCPs with outstanding child
support orders. When a match is made, the child support office can issue a wage withholding
order so that the current support owed by the NCP is automatically deducted from his wages
before he receives a paycheck.

Once non-custodial parents fail to pay child support and amass child support debts, states
are required to use a number of additional enforcement tools. States are required to seize assets
held in financial institutions and intercept periodic or lump sum payments from public sources
such as unemployment compensation or lottery payments. They must place liens against real or
personal property and suspend driver’s, professional, occupational, and recreational licenses.
Other mandatory enforcement techniques include withholding state and federal tax refunds
payable to a parent who is delinquent in support payments and performing quarterly data matches
with financial institutions to track down assets of delinquent NCPs.* States must report the
amount of overdue support to a consumer credit burean on request. Finally, child support
agencies are required to order NCPs to engage in work activities and can use civil contempt
procedures to incarcerate NCPs who do not comply with court orders to pay child support.

In summary, if a dad with income is not paying, the child support agency can order wage
withholding, can take his driver’s, hunting, and fishing licenses away, can make sure he does not
leave the country, and can revoke any professional license that he may need. In addition, liens
can be attached to property or financial assets that he owns and his credit record can be affected.
Given the existence of all these tools at the disposal of the child support agencies, the real
question becomes is whether the additional tool mandated by H.R. 866 would be cost effective
and whether it is a better use of government resources than increasing the effectiveness of
existing child support tools.

‘While collections have improved significantly in the past few years, child support
enforcement clearly still has a long way to go. Instead of adding another penalty for
accumulating child support arrearages, however, I believe our focus should be ensuring that
states use the tools that they already have as effectively as possible. These existing tools should
be sufficient to collect child support from fathers with the means to pay it. Additional funding
for these existing tools would be likely to improve the performance of child support performance
even more: the research shows that child support performance and funding levels are directly
related.® As I discuss below, the proposed legislation probably would be a counterproductive for
low-income non-custodial parents who lack the resources to pay their child support orders
regularly.

5 Fora complete list, see U.S. House of Representatives, Committee on Ways and Means, 1998 Green Book,
Washington: U.S. Government Printing Office, 1998, pages 552 to 553.

8 icki Turetsky, You Get What You Pay For: How Federal and State Investment Decisions Affect Child Support
Performance, Center for Law and Social Policy, 1998; for additional citations see Vicki Turetsky, Families
Participating in the State Child Support Program, Center for Law and Social Policy, 2001.
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How Would Low-Income NCPs Be Affected by the Proposed Legisiation?

The dad most likely to be affected by the legislation are dads in the IV-D system, many of
whom are low-incorne. I am concerned that this bill could make it more difficult for these NCPs
0 become employed and meet their parental responsibilities. A recent report by Elaine Sorensen
and Chava Zibman of the Urban Institute suggests that 2.5 million nonresident fathers who do
not pay child support are poor themselves.” Among all poor noncustodial fathers who are not
institutionalized, this study finds that many face potential barriers to employment: 43 percent
Jaced a high school diploma, about one-third lacked recent work experience, and 39 percent
reported at least one health barrier.

Many low-income NCPs have accumulated substantial arrearages. My research indicates
that in Baltimore, a city where a significant proportion of the population is low-income, 83
percent of NCPs with a current child support order have accumulated an arrearage. These
arrearages are, on average, very large. The average size of arrearages for NCPs residing in
Baltimore City is $9,909.%

NCPs have accuniulated these arrearages for a number of different reasons including -
periods of unemployment or low wages. In addition, many low-income NCPs begin owing a
lump sum of arrearages at the same time that a current child support order is established, At the
time that a child support order is set, many stales establish retroactive obligations in addition to a
current support order. This obligation may include payment for the child’s health care coverage
including prenatal, birthing, and newborn care costs paid by Medicaid. Once a low-income NCP
has accumulated an arrearage, it can be very difficult to repay it. In many cases the current
support orders themselves are high relative to the NCP’s income, and money for arrearages is
collected in addition to any current child support that the NCP pays Some states charge
double-digit interest on payments missed after the date the order is established.”

Once NCPs have accumulated these large arrearage, they may feel they never will be able
to pay off their child support fully even if they are working, these arrearages may actually deter
some NCPs from making any child support payments or cause them to sever ties completely with
their families. Arrearage policies also may deter NCPs from seeking stable employment, and
very large arrearages may encourage some low-income NCPs to limit their employment to jobs
that pay in cash or move into underground economies. This implication is supported by a

7 Elaine Sorensen and Chava Zibmen, Poor Dads Who Don't Pay Child Support: Deadbeats or Disadvantaged?
The Urban Institute, 2001. R

¥ Sec Wendell Primus and Kristina Daugirdas, Increasing Child Well-Being by Focusing on Low-Income
Noncustodial Parents, The Abell Foundation, 2000.

® Paula Roberts, 4n Ounce of Prevention and a Pound of Cure: Developing State Policy on the Payment of Child
Support Arrears by Low Income Parents, Center for Law and Social Policy, 2001.
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substantial amount of ethnographic research — several studies document that fathers may quit
jobs when they discover how much of their income is garnished for child support.'®

As a subsequent section will detail, federal policy should focus on helping these non-
custodial parents manage their arrearages and pay the current child support that they owe rather
than creating another punitive enforcement tool,

Implementing the Proposed Legislation

While I sympathize with the motivation for H.R. 866, I believe the bill reflects a seriously
flawed approach. The first problem is that the key terms are not defined. What is included under
the term “financial assistance™? In other contexts, most significantly, federal civil rights laws,
"federal financial assistance” is interpreted very broadly to include a very wide range of
nonmonetary assistance. In an earlier hearing about this bill, Representative Bilirakis indicated
that the legislation refers to “a broad range of Federal benefits,” and would include veterans’
benefits, retirement benefits, and federally subsidized mortgages, among others. However,
Representative Bilirakis also indicated that he did not necessarily intend to include SSI disability
benefits, Medicare benefits, and some Social Security benefits. Terminating financial assistance
to low-income non-custodial parents such as employment-and training services would make it
less likely, rather than more likely, that the non-custodial parent would be able to pay child
support.

1t is also unclear what wonld qualify as “good cause” under this legislation.
Representative Bilirakis has explained that this provision is designed to “avoid penalizing
parents where they are unable to satisfy their child support obligation due to factors beyond their
control.” The term “deadbroke” has become popular recently to describe low-income NCPs who
want to help their children but have only limited financial means to do so and to distinguish these
NCPs from “deadbeat” dads, who are characterized as NCPs capable of paying child support but
unwilling to do so. Both of these terms represent oversimplifications of the circumstances and
attitudes of NCPs. The vast majority of NCPs who do not pay child support fall somewhere
between the extremes of “deadbeat” and “deadbroke.” Low-income non-custodial parents are a
heterogeneous group. They vary in their level of interest in their children and in their role as
parents, the status of their relationships with custodial parents, and their employment histories
and barriers to work. How would federal agencies determine whether a particular non-custodial

10 Achatz, Mary, and Crystal A. MacAllum, Young Unwed Fathers: Report From the Field, Philadelphia:
Public/Private Ventures, 1994. Waller, Maureen R., Redefining Fatherhood: Paternal Involvement, Masculinity, and
Responsibility in the “Other America,” doctoral dissertation, Princeton University, 1996; Johuson, Barl S. and Fred
Doolittle, Low-Income Parents and the Parents’ Fair Share Demonstration: An Early Qualitative Look at Low-
Income Noncustodial Parents (NCFs) and How One Policy Initiative Has Attempted to Improve Their Ability and
Desire to Pay Child Support, Manpower Demonstration Research Corporation, 1996; Furstenberg, Frank F. Jr.,
“Daddies and Fathers: Men Who Do for Their Children and Men Who Dor’t,” in Frank Furstenberg, Kay Sherwood,
and Mercer Sullivan, Caring and Paying: What Mothers and Fathers Say about Child Support, report for the
Manpower Demonstration Research Corporation, 1992, p. 39-64.
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parent would qualify for a good cause exception? If an NCP had a large arrearage but paid his
current child support order be eligible for a good cause exception?

Further, the risk of error is high due to the problem of poor records."! Even when formal
records exist, they may not be accurate. For example, a non-custodial may have made direct
payments to the custodial parent that are not reflected in the records. This is a significant problem
in states that do not serve income withholding orders on employers as soon as a support order is
entered. During the interim between issuance of the order and imposition of income
withholding, the non-custodial parent may make direct payments to the custodial parent and these
will not be captured in the state’s records. In addition, in interstate cases, payments may have
been made in one state but credit for those payments may not be reflected in the records of
another state. Timely communication is another problem. What would happen in the
case of an NCP with arrearages who came into compliance after having been cut off from federal
financial assistance for a period of time? How quickly would a given agency be able to reinstate
benefits? :

Providing the certification that H.R. 866 would require would create a substantial
administrative burden for both state child support enforcement agencies and all other federal and
state agencies involved in implementing the proposed legislation. At the child support agencies,
time spent complying with H.R. 866 would be likely to take away from the time that staff spends
collecting child support. The total governmental cost could easily exceed any small amounts of
collections the additional enforcement tool might secure for families.

An Alternative for Increasing Child Support Payments by Low-Income NCPs

A basic reason why many low-income NCPs do not pay child support regularly is that
they are unemployed or under-employed, and have only a limited income from which to pay
child support. Over the last several years, the economy has been strong, labor markets have been
tight, and unemployment has fallen to its lowest level in decades. Yet employment levels for
young African American men have stagnated over the last few years and do not reflect this
positive economic trend.

The current child support system does not do a good job of helping poor fathers meet
their children’s needs when they are unemployed or underemployed. It can and should be
improved. The welfare reforms of 1996 encouraged more low-income mothers to enter the
workplace so they can better support their children. Helping poor fathers become employed so
they can take more financial (and emotional) responsibility for their children is the next step.
Instead of creating another punitive tool that, I would suggest that we explore ways to help low-
income non-custodial parents become more responsible and increase their ability to pay child

11 payla Roberts, 4n Ounce of Prevention and a Pound of Cure: Developing State Policy on the Payment of
Child Support Arrears by Low Income Parents, Center for Law and Social Policy, 2001.
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support through employment and other services. The fatherhood demonstration projects that
would be funded under the Child Support Distribution Act of 2000 (which passed the House by a
vote of 405 to 18 last year) represent the best way to approach this issue given our limited
knowledge about “what works” in terms of providing services to low-income NCPs.

The fatherhood provisions included in the Child Support Distribution Act would provide
funding to community-based and state programs working directly with low-income non-custodial
parents. These funds would be provided on a competitive basis to encourage the child support
agency, the TANF program, workforce development organizations, and community-based
organizations to work together in delivering a variety of services to non-custodial parents. The
goal of these services for non-custodial parents would be to increase the employment rates of
such parents, encourage them to become more involved in the lives of their children, assist these
parents in meeting their parental responsibilities, and promote marriage.

There is much we need to learn about how government policies should be structured to
assist low-income non-custodial parents successfully in becoming more responsible fathers,
becoming employed, and paying child support. The fatherhood provisions in H.R. 4678 provide
sufficient funds in selected localities to implement different approaches on a large enough scale
to permit evaluation. This.will enable other localities, as well as federal and state policymakers,
to learn what works and what does not. The Bush Administration has proposed a similar
approach.

Another important policy change to encourage the payment of child support by low-
income NCPs would allow families to benefit from child support paid on their behalf while they
are recipients of cash assistance through the Temporary Assistance for Needy Families (TANF)
program. Under the current system, children generally do not benefit from child support paid on
their behalf if they live in a family that is receiving cash assistance, and this policy can frustrate
both custodial and non-custodial parents. In the majority of states, the government retains all
child support paid on behalf of families receiving welfare. In these cases, all child support
payments a non-custodial father makes are retained by the government, and none of his payments
benefit his children. From the perspective of the fathers — and their children — this is
effectively a 100 percent tax rate on the father’s child support payments. In 1998, states
collected $2.6 billion in child support for children in families receiving public assistance and
passed along only $282 million — less than 11 percent of it — to the families and children for
whom the money was intended.

The federal government should create incentives for states to change these policies by
enacting child support disregards in calculating TANF benefits. The disregard refers to the
amount of paid child support that is ignored, or disregarded, when welfare benefits are
calculated. For example, with a 50 percent disregard, instead of reducing welfare payments
dollar-for-dollar, which is the current policy in many states, every dollar of child support would
reduce welfare payments by 50 cents, thus ensuring that custodial families are better off when
child support is paid. States could go further and build on the proven success and cost-
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effectiveness of the EITC by creating financial incentives similar to the EITC for the payment of
child support. For example, a state could match the child support payments made by low-income
fathers.

Conclusion

In conclusion, while I share Representative Bilirakis’s concern about unpaid child support
orders, other efforts — and not H.R. 866 — should be made first to collect this unpaid support:
Before adopting a new enforcement tool, I think it is important to understand 1) why non-
custodial parents with means are escaping the current system, and 2) how the new tool would
affect low-income NCPs who are not able to pay enough child support to meet their children’s
needs. The current child support system has a number of tools to coliect money from NCPs with
child support arrearages. The state can seize assets in banks; intercept payments from public
sources including unemployment compensation, lottery winnings, and tax refunds; suspend
driver’s, professional, occupational, and recreational (including hunting and fishing) licenses;
report arrearages on a delinquent NCP’s credit report; and in some cases states can use civil
contempt procedures to incarcerate NCPs. The proposed legislation would disproportionately
target low-income non-custodial parents, its implementation would prove problematic, and the
legislative language is vague in a number of crucial areas. A more effective approach would be
to improve the implementation of existing enforcement tools while exploring ways to help low-
income non-custodial parents build their capacity to work and pay child support regularly.



63

Mr. HorN. Thank you.

Our last presenter is Geraldine Jensen, president of the Associa-
tion for Children for Enforcement of Support, Inc.

Ms. JENSEN. Thank you, Mr. Chairman, members of the commit-
tee and thank you, Representative Bilirakis, for introducing the
STOP Act.

I am here today to represent ACES members who are typical of
the over 20 million families who are now owed $71 billion in un-
paid child support. The STOP Act will assist these children and it
will send a strong message that child support is a fundamental re-
sponsibility.

Examples of Federal programs where parents who fail to pay
child support can and do receive Federal grants and loans includes
venture capitalists for high-risk technologies from the National In-
stitute of Standards and Technologies, doctors who are remodeling
their offices and receive money from HUD, sponsors of festivals and
exhibits who receive funding from the National Endowment of the
Arts.

We believe that the “good cause” provisions in the bill and the
requirement to make arrangements for payments will improve
child support collections and promote payment. Certification that
one pays, done in the same way as one certifies that they have re-
ported for the draft on a college loan is not burdensome.

The bill does, however, need the clarification to ensure that pro-
ggams such as Food Stamps and Medicaid and TANF are exempt-

ed.

The STOP Act will increase collections, but it will be important
that these payments as well as all child support payments be
quickly and efficiently distributed to families. ACES is very con-
cerned about a recent report from HHS which shows that at the
end of 2000, $644 million in child support was collected, but not
distributed to families.

States cite the lack of being able to locate the custodial parent
and the complicated welfare distribution regulations as among the
reasons that payments are not distributed.

California has the largest amount of undistributed funds at $176
million. They are currently surveying counties to validate this
total.

In Illinois, the only State with the new State disbursement unit
online, it was so plagued with problems and payments were so de-
layed that it shut the system down and returned payment distribu-
tion to the counties. They are currently rebidding the contract in
Illinois to put a new system in place.

Michigan reports $26 million in undistributed payments. Prob-
lems with locating custodial parents in Michigan resulted in
$300,000 being credited to unclaimed funds departments in 1999.
After the State disbursement unit went online, undistributed pay-
ments more than doubled to $700,000 in 2 months, between Octo-
ber to December, and another $2.7 million has gone unclaimed this
year.

Michigan received $327 million in Federal funding to computer-
ize child support. At present, 13 counties, including Detroit, are
still not on-line and the system does not meet Welfare Reform re-
quirements.
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Ohio, knowingly and purposely put a computer system on-line
which miscalculates the amount of child support due to families
leaving welfare. This has literally stolen $10 million from the
State’s neediest families. Ohio tries to justify this behavior by stat-
ing that they were trying to avoid Federal penalties for missing
deadlines.

Ohio has received $250 million from the Federal Government for
developing this broken system. The Ohio State Disbursement Unit
is run by Bank One under a contract that pays them out of interest
earned on collections and rewards them for slow distribution. Fami-
lies report delays of weeks and months in receiving payments.

ACES recommends that the Federal law that would require
States to notify parents about unclaimed funds, require them to
use the Federal locator to find the custodial parent, and prohibit
vendors from being paid out of the interest. In fact, all interest
earned should go to the children. It requires State auditors to an-
nually certify that the State is meeting its fiduciary responsibility
in processing these payments.

It recommends that the States return unclaimed funds when
they can’t find the custodial parent after 3 years, to the non-custo-
dial parent, rather than to the State coffers, and setup a fair hear-
ing process for parents so that if we have a dispute we can have
a way to resolve the problems with payment distribution with the
State.

New studies show that child support enforcement reduces the di-
vorce rate, reduces the number of births of never-married parents,
and reduces teenage premarital child bearing. Children who receive
support are more likely to have contact with their fathers, have
better grade point averages and significantly better test scores.
They have fewer behavioral problems and remain in school longer.

Your support of the STOP Act will help children. We ask you to
please act to ensure that the support paid reaches the children
rather than enriching the State coffers.

Thank you.

[The prepared statement of Ms. Jensen follows:]
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ACES has 47,000 members and almost 400 chapters located in 48 states. We are representative
of the families whose 20 million children are owed over $71 billion in unpaid child support. We
have banded together to work for effective and fair child support enforcement. ACES believes
that parents who fail to meet legal and moral child support obligations should not benefit from
federal government funding. We support H.R. 866 which prohibits receipt of federal funds by
those who fail to meet child support obligations unless they make arrangements to pay the child
support due. The children of those who receive federal funding would then benefit too. This is
similar to the federal law provision requiring registration for the draft to be eligible to receive
college grants and loans.

There are 20 million U.S. children owed over $71 billion in unpaid child support

¢ State governments alone have been unable to collect a sufficient back-support due
(see Chart 1).

¢ State governments have been unable to collect support in interstate cases (see Chart 2).

¢ State governments new central payment systems are failing to distribute all payments.
States had over $634 million' in undistributed child support payments at the end of 2000
(see Chart 4).

! Chart 4 shows $634 million in undistributed funds. $120 million of this could be due to the 2-day
legal delay in distribution of funds ($18 billion in 260 workdays/year).

ACES, Association For Children For Enforcement of Support Inc.
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Children who receive child support:

Are more likely to have contact with their fathers?;

Have better grade point averages and significantly better test scores’;
Have fewer behavior problems®; and

Remain in school longer™.

> > >0

Receipt of child support is associated with significantly higher expenditures on children than
from any other source of income.

About 20% of our nation’s children have a parent living outside the household and are entitled to
child support. They are four times more likely to be poor and five times more likely to receive
food stamps than children who live with two biological parents. Child support, when received by
low income families, accounts for 26% of the family’s income.

Strong Child Support Enforcement:

¢ Reduces the divorce rate®;
¢ Reduces the number of births to never married parents’; and
¢ Reduces Teenage Premarital Childbearing®.

New studies show that strong child support enforcement programs have far reaching positive
social impacts that will reduce the number of children living in fatherless households and
promote marriage. Many recent studies have shown that strict establishment and enforcement of
child support obligations is leading to a lower divorce rate and fewer illegitimate births. In "The
Effect of Child Support Enforcement on Marital Dissolution," author Lucia A. Nixon found that
strong child support enforcement reduces marital breakups, and in " The Effects of Stronger
Child Support Enforcement on Nonmarrital Fertility,” Anne Case found that anything which
increases the cost of fatherhood reduces the probability of the children being born. "The Impact
of Child Support Enforcement Policy on Nonmarital Child Bearing", showed that in states with a
strong child support enforcement program non married women had fewer children.

2 Argys, Peter, Brooks-Gunn, and Smith, “Contributions of Absent Fathers to Child Well-Being: The
Impact of Child Support Dollars and Father-Child Contact”, University of Colorado (1996).

3 Graham, Beller, and Hernandez, “The Relationship between Child Support Payments and Offspring
Educational Attainment” in Child Support and Child Well-being (Garfinkel, MacLanahan, and Robbins (eds),
‘Washington DC (1994).

“HMcLanahan, et al, National Survey of Families and Households (1994)

6Nixon, Lucia, The Journal of Human Resources, XXXII-1, Winter 1997,Vol. 32, No. 1 and Barnow, Burt
S., et al “The Potential of the Child Support Enforcement Program to Avoid Costs To Public Programs: A Review
and Synthesis of the Literature”, U. S. Department of Health and Human Services, HHS 100-97-007 (2000)

7Case, Anne, Fathers Under Fire, Chapter 7, The Effects of Stronger Child support Enforcement on
Nonmarital Fertility and Plotnick, Robert D., et al, “The Impact of Child Support Enforcement Policy on Nonmarital
Childbearing” ,University of Washington(2000)

8Plotnick, Robert D., et al, “Better Child Support Enforcement: Can It Reduce Teenage Premarital
Childbearing?”, University of Washington( 1998)
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H.R. 866 would assist millions of children. The intent of the bill is to ensure that children
benefit from federal assistance received by a low income non-custodial parent. Language needs
to be added 1o the bill to make sure that receipt of food stamps, TANF, medicaid and other means
tested programs needed for basic necessities are exempted. Other programs such as job training
and college education should not be affected due to the good cause provision and the payment
arrangement section.

Here are a few examples of federal programs where parents who fail to pay child support
currently can and do receive federal funding which does not benefit their children. HR 866 is
needed to prevent those who neglect their children from receiving these types of federal
assistance.

Creation and Presentation Grants: Money to creators for literary publishing, cultural festivals,
and various types of artistic or cultural exhibits funds given by National Endowment of the Arts.

Grants to Develop New Technology: Money to venture capitalists for the creation of high risk
technologies’ funds given by National Institute of Standards and Technology.

Business and Industry Loans: Money to developers for modernizing or purchasing land, building,
machinery.

Heritage and Preservation Grants: Money to creators and inventors for projects that present to the
public conservation of art or exhibits funds given by National Endowment for the Arts

Money to doctors for constructing medical facilities incorporating new construction concepts
funds given by U.S. Department of Housing and Urban Development

Money to Create Recreation Areas: Money to families to buy their old farm for the creation of
public recreation areas funds given by National Park Service.

States have more undistributed funds on hand than ever before, $634.8 million.

Undistributed funds are child support payments collected but not sent to families due to problems
identifying payee or payor, location of payee, or problems determining how to distribute if the
family was or is on public assistance. This means thousands of families leaving the welfare rolls
are not receiving child support collected by the state. This undermines their self-sufficiency
efforts.

In February, 2001, ACES filed a Writ of Mandamus in State Appeals Court against the Ohio
Department of Jobs and Family Services (ODJFS). ODJFS knowingly brought online a
somputer system in October 2000 that miscaleulates distribution of child support payments owed
families in order to avoid further late penalties from being assessed against the State under
Federal Law. The net effect is to reduce monthly payments to families under terms mandated by
the 1996 welfare reform law. In doing so, ODJFS put the interests of the State ahead of those of
affected children. Legal action was taken only after negotiations with ODJFS failed to produce
an acceptable plan for fixing the problem.

ACES, Association For Children For Enforcement of Support, Inc.
Page 3 of
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Also, the Ohio State Disbursement Unit, (SDU) is operated under contract with Bank One, who is
paid $125 million. The $125 million is generated out of interest collected on child support payments
which accumulates during the two days they are legally allowed to hold money. Families throughout
Ohio are experiencing delays much longer than two days. ACES believes families, not Bank One or
ODJFS, are due interest on these delayed payments.

In Michigan, the failure of the state to identify valid addresses for custodial parents has led to
$303,000 being sent to the state’s coffers in 1999, then in 2000 after the State Disbursement Unit
(SDU) was established, another $700,000 was sent to the state general fund between October and
December 2000. An additional $2.75 million or more could go to the state coffers if not claimed by
families for 2001.The SDU is only operational in some Michigan counties. The process used is for
some employers in the state to send child support withheld from employees pay to the SDU, where
it is recorded and then sent to the county Friend of the Court (the local IV-D agency) for
disbursement to the family. This cumbersome process of transferring money between agencies rather
than transferring records and sending payments directly to families is responsible for accumulation
of some of the undistributed funds. Additionally the Michigan Statewide child support computer
system, funded 90% by the federal government for $327 million, does not calculate family first
disbursement as required under PRWORA. These distributions are being calculated manually on
a case by case basis. This results in families receiving two checks for each payment made and further
increases the distribution errors.

Texas failed to implement family first distribution until March 2001 even though the law was
mandated by October 1, 2000. California reports the largest amount of undistributed funds at $176
million and the state has no SDU. Officials there tell us this amount is incorrect due to previous
record keeping practices. They are in the process of surveying each of California’s 58 counties to
determine exactly how much there is in undistributed/unidentified funds. The state has expressed
doubt in its ability to determine how much collected child support money may have escheated to the
state general fund.

Many states have systems whereby undistributed and unidentified funds are sent to the state
unclaimed funds, however IV-D child support recipients are not told of this process and it is not
required to be publicized.

Our members in North Carolina reported delayed and missing payments since September 24, 1999
when the new State Disbursement Unit went into operation. Reasons cited are that Clerk of Courts
bundled checks, money orders, and cash brought in by nonresident parents and mailed it to Raleigh
without identifying information attached, and employers did not use the new case numbers assigned
to them for income-withholding cases. Each case was given a new number in the distribution unit
system. The number was neither parent’s social security number nor the court docket number. Rather
than obtaining a list of names and addresses from employers for whom the payments have been sent,
the money was returned to the employers. Other families report massive problems because the
statewide computer system cannot adequately interlink with the state distribution computer system
to determine payment distribution in multi-family cases.

In [linois, ACES members report the same type of problem as in North Carolina. County Clerks of
Courts mailed checks and money orders paid to them by nonresident parents to the state with no

ACES, Association For Children For Enforcement of Support, Inc.
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identifying social security numbers. The state canceled the contract with Dupage County for the SDU
and hired a private contractor, They are in the process of replacing the current SDU and hiring a new
vendor.

States chose to set up systems where all payments are sent to a central intake and then disbursed.
This process has made it more difficult for parents to pay. The lack of adequate planning and testing
has led to missing payments, long delays, and other problems for some of the poorest families in our
nation. North Carolina made families pay back emergency aid checks out of the first child support
check issued, after months of not receiving payments. This newest bureaucratic glitch has caused
thousands of children to go to bed hungry.

In a survey done by the Inspector General, the percentage of states that report the following
problems with implementation of SDU’s are:

100% - distributing payments for interstate cases

86% - identifying poorly labeled payment

86% - identifying payments with no case in the system
60% - redirecting payments mailed to wrong place
71% - meeting customer service demands

60% - securing, training and retaining staff

31% - disbursing support within two days

40% - predicting volume for staffing purposes

34% - monitoring SDU performance

An Office of Inspector General recent report, “Child Support Enforcement State Disbursement
Units”, August 2000, reported that 38 states have fully implemented the federal law to centralize
payment processing of most child support payments. Indiana, Wyoming, and South Carolina ask for
waivers to link local disbursement units. Arkansas, Georgia, Kentucky and Oklahoma report they
have central payment processing but are not yet using it for the federally required caseload. Michigan
and Nevada were granted extensions to implement their SDU’s until October 1, 2000 and October
1, 2001, respectively. Alabama, California, Kansas, Nebraska, Ohio and Texas report they have not
yet begun central payment processing.

ACES recommends changes in the federal law which require:

+ Written notification to parents about any unclaimed funds processes;

¢ IV-D agencies to use the Federal Parent Locator and State Parent Locator system to find
addresses of custodial parents so they can be sent child support payments;

4 Prohibition against paying vendors operating SDU’s out of the interest earned on the money
that is collected yet remains undistributed;

+ State Auditor’s each year to ensure that the IV-D agency is meeting its fiduciary
responsibilities and adhering to generally accepted accounting principals;

+  Ifacustodial parent cannot be located after three years of at least quarterly federal and state
parent locators, child support payments should be returned to the non custodial parent; and

¢ States should set up a fair hearing process for custodial and non custodial parent to resolve
payment distribution disputes.

Families Benefit from Effective Child Support Enforcement

ACES, Association For Children For Enforcement of Support, Inc.
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ACES has been monitoring the current child support enforcement system since 1984. In addition
to obtaining information about the child support enforcement system for our members, ACES
operates a national toll-free Hot Line for families with child support problems, issues, and
questions. We receive up to 100,000 calls per year from parents throughout the U.S. From these
calls and our members, we gather statistics and data on the status of the current child support
enforcement system.

The average ACES member is a single-parent, and she has two children. About 50% of ACES
members are divorced, and the other half were never married. Members average income is
$14,400 per year as of the end of 1999, and 85% have, in the past, received some form of public
assistance. At present, about 33% of our membership receives public assistance. ACES members
report that collection of child support, when joined with available earned income, allows 88% to
get off public assistance. Collection of child support enables our low-income working poor
members to stay in the job force long enough to gain promotions and better pay so that they can
move their family out of poverty, and onto self-sufficiency. The collection of child support, when
joined with earned income, means our members can pay their rent and utilities, buy food, pay for
healthcare, and provide for their children’s educational opportunities. Lack of child support most
often means poverty and welfare dependency. At the very least it means having to work two or
three jobs to survive. This leaves our children with literally no parent who spends time providing
their children adequate nurturing, supervision, and the attention they need and deserve.

Parents have the ability to pay child support, 60% have an income of over $30,000,

“Characteristics of Families Using Title IV-D Services in 1995", a study by Matthew Lyon,
shows that 1% of families using IV-D services had $0 income; 10% had an income of $1-$5,000;
18% had an income of $5,000-$10,000; 15% had an income of $10,001-$15,000; 10% had an
income of $15,001- $20,000; 7% had an income of $20,001-$25,000; 8% had an income of
$25,001-%$30,000 and 30.5% had an income above $30,000. In the book, Fathers Under Fire, by
Irv Garfinkel, data reported on the income of non-resident parents showed that 20% had an
income under $6,000; 20% had an income of $10,000- $30,000; 10% had an income of $30,000-
$40,000; 40% had an income of $40,000-$55,000 and 10% had an income over $55,000

(Chart 3).

Data from the 1997 National Survey of America’ Families showed that of the 11 million fathers
that weren’t living with their children about, 4 million paid formal child support while the other 7
million did not. Of these 7 million fathers, 4.5 million have sufficient income to pay support. 2.5
million were poor and probably unable to contribute significant child support.

Government Child Support Enforcement Avoid Costs to Public Programs

The principal finding of the U. S. Department of Health and Human Services study, *“ The
Potential of the Child Support Enforcement Program to Avoid Costs to Public Programs: A
Review and Synthesis of the Literature”, was that child support payments can decrease TANF
participation and increase labor participation. For example, a $1,000 increase in child support
payments received by woman on TANF, conditional on remaining unmarried, will decrease
TANF participation among these households and will increase the average hours worked. Part of
this change is mechanical (61%), but 39% is a behavior change.

ACES, Association For Children For Enforcement of Support, Inc.
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The Study also finds child support payments could have a long term cost avoidance and tax
revenue implications because of it impact on increasing the number of children who have access
to higher education. Education attainment is a leading indicator of future financial and social
success. Individuals who attain higher levels of education have a higher income more stable
family life. Child support enables families to afford to send children to private schools, purchase
tutoring services, and to invest money into a college fund. Also, it allows families to purchase
goods and services that increase cognitive stimulation in the home and thus indirectly affects
educational attainment.

Other studies outlined in the report find that collection of child support avoids costs in the Title
XX Child Care Program. For every $1,000 in child support received, it is estimated that a low
income single mother would reduce work hours 22 to 25 hours and with each additional $1,000
received, work hours would be reduced by 54 hours. Since almost one half of single parents who
do not receive child support work two jobs to support their family, this would also have a very
beneficial effect for children of having at least one parent being able to spend more time with
them to nurture, assist with home work, and care for the children in a way that day care cannot.

State Child Support Agencies Fail to Collect Significant Amounts of Child Support

A whole generation of our children has not received adequate and regular child support payments
as promised when the Title IV-D child support system was introduced in 1975. The system was
supposed to establish paternity, establish child support orders, and enforce orders. Children born
in 1975 were 9 years old when Congress acted to improve the child support system for the first
time in 1984. The number of cases without orders was about 50% and the collection rate was
15% when income-withholding laws, liens on property, posting of bonds, attachment of tax
refunds, and reporting of child support debt to credit burcau laws were passed as part of the 1984
Child Support Amendments. When the children were 13 years old in 1988, Congress acted again
because only about 50% of the children had orders and the collection rate was only 18%. In the
1988 Family Support Act, income-withholding was to begin at the time of divorce or
establishment of paternity, modification of orders were to occur every 3 years, child support
guidelines were required to be followed by the courts, and paternity was to be established via
genetic tests and through voluntary programs.

When the children were 17 years old in 1992, about 50% of the children still did not have orders
and the collection rate was 19.7%. Congress again acted in the Child Support Recovery Act to
assist children with interstate cases. The collection rate on interstate case was less than 50% of
the other cases. When the children were 18 in 1993, about 50% of the children still did not have
orders and the collection rate was 18.2%, Congress acted yet again. This time medical support
orders were required and a better system for establishing paternity was put in place as part of the
budget. When the children were 19 in 1994, about 50% of the children still did not have orders
and the coliection rate was 19.4%. Congress enacted the Full Faith and Credit Act in another
attempt to correct problems with interstate cases. When the children reached age 21 in 1996 and
slightly fewer than 50% of the children still did not have orders and the collection rate was 20%,
Congress acted again as part of the Personal Responsibility and Work Opportunities
Reconciliation Act (PRWORA) establishing New Hire Directories, Case Order Registries, and
State Distribution Units (SDU), professional driver’s and recreational license revocation, and
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required states to adopt UIFSA (Uniform Interstate Family Support Act). UIFSA is the third
attempt to remedy interstate case problems.

The Federal Office of Child Support, in its preliminary data from the year 2000 shows that
collections rose from $15.4 billion to $18 billion, for families with cases open at a government
child support agency. 1999 Data shows reports that slightly less than 50% of the children still do
not have orders and the collection rate is 37%. This increase from 23% in 1998 is in part due to
new reporting requirements for states and new regulations which allowed states to close old
cases where collections had not been made. U. S. Census Bureau Data from the May 1999
Current Population Report, which includes data for families with and without a government child
support case, for the year 1998 shows that the percentage of single-parent families who receive
child support (some or all support due in 1998) was only 32%. The collection rate shows no
significant improvement. The collection rate remained about 30%.

The most recent data available from the Federal Office of Child Support (Chart 1) shows that
the total collections for 200 are $18 billion up from $15.8 billion in 1999, up from the $14.3
billion in 1997, which was up from $13.3 billion in 1996. IV-D agencies spend $25 to collect
$100, and 55.5% of collections are from payroll deductions.

In Chart 2, interstate collections are listed from 1993 to the present. Collections have risen from
1993 (pre-PRWORA) $725 million to $983 million in 1997, and to $1 billion in 1998 and 1999.
Collections on interstate cases have risen about $100 million/year before and after PRWORA.
UIFSA, the Uniform Interstate Family Support Act required PRWORA to be adopted verbatim
by all states. PRWORA has not yet shown itself to be of any assistance in processing interstate
cases faster or more effectively. In fact, ACES has been told by several state [V-D agencies and
state courts that it is more difficult to use than URESA, its more complicated predecessor.
Problems are being reported with the provision for direct income-withholding. If a nonresident
parent receives an income-withholding order at their place of employment and the order is for the
wrong amount, wrong person, or contains some other mistake of fact, there is no mechanism in
place to resolve problems. The state which sent the order is inaccessible to the nonresident parent
and the state IV-D agency in their state is not even aware of the order or that a case exists in
another state.

Families Report PRWORA Has Not Helped and Has Hurt!

Statistics indicate little or no effect from any portion of PRWORA. Lack of results from the
expanded Federal Parent Locator System with the National New Hire Directory and Case Order
Registry are particularly disheartening.

ACES members report no noticeable improvements since enactment of PRWORA, even with the
National New Hire Directory reporting that 3.5 million matches were found in 2000, more than
triple the 1.2 million matches in 1998. Our research shows that the majority of the 3.5 million
data matches made by the National New Hire/Case Order Registry have not been acted on by the
State IV-D agencies. Certainly collections have not tripled since 1998. For example:

Texas processed 2,481 income withholding orders due to New Hire information from the
National Directory in three months. Texas received over 300,000 matches from state and
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the National New Hire directories.

Virginia reports averaging 100,000 matches/year with their State New Hire Directory,
resulting in collections of $7.5 million. This is $75/match. For 180,000 matches/year with
the National Directory, collections of $13 million resulted. This is $72/match.

Towa reported 20,000 matches to date with the National New Hire Directory and has
collected $365,297- This is $18/match.

Arizona, in three months of comparisons with the National New Hire Directory, located
11,218 matches. No data is available for the mumber of cases where action was successfully
taken to collect support. The intrastate New Hire Reporting System resulted in collections
of $13 million on 45,083 matches. This is $288/match.

Minnesota, in FY 1999, had 39,078 matches with its state directory, and collections
increased by $11.6 million (3%). This is $296/match. Minnesota is averaging

166 matches/day with the National New Hire Directory but no data is available on the
action taken on these matches.

The Federal Office of Child Support reports they have made matches of delinquent parents with
financial institutions for 900,000 accounts since August 1999. The accounts are valued at about
$3.5 billion. No data is available about whether any of these accounts were successfully attached
to collect child support.

Problems exist with the bank account attachment process. Administrative Process is used by 31
states to attach bank accounts; 12 states use Judicial Process; and 7 states use both. Twenty-six
states do not accept orders from other states, 2 states sometimes accept orders from other states,

1 state leaves it up to the financial institution, 8 states have not yet made decisions about whether
or not they will accept out-of-state attachment orders, and 2 states have state laws which are
silent on the issue. .

Automation problems

Since the 1984 Child Support Amendment passed, Congress has been giving states incentives
and funding to put statewide computer systems in place. Many deadlines have passed or have
been extended. In the 1988 Family Support Act, states were told to have computers in place by
Oct. 1, 1995 in order to receive 90% federal funding. When only 1 state met this deadline, it was
extended to October 1, 1997. When only 21 states met this deadline, penalties were changed so
that states could get waivers to penalties if they were making sufficient progress on
computetization. The Federal Office of Child Support reports the following’:

Montana was the only state to the meet the October 1, 1995 deadline.

9Certification Reviews of Child Support Enforcement Systems, Division of Child Support Information
Systems, January 6, 2000

ACES, Association For Children For Enforcement of Support, Inc.
Page 9 of
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The October 1, 1997 deadline was met by Delaware (conditional), Georgia (conditional),
Virginia, Washington, West Virginia (conditional), Arizona (conditional), Utah,
Connecticut (conditional), Wyoming, Mississippi, Louisiana (conditional), New
Hampshire, Idaho, Colorado, Oklahoma (conditional), Wisconsin, Rhode Island
(conditional), Guam, New York (conditional), Iowa, and Alabama (conditional)

Certified in 1998: Texas (conditional), Arizona(conditional), North Carolina (conditional),
New Jersey (conditional), Vermont (conditional), Puerto Rico (conditional), Maine,
Tennessee (conditional), Minnesota (conditional), Kentucky, South Dakota, Arkansas,
Massachusetts, Florida, Missouri, and Hawaii

Certified in 1999: New Mexico (conditional), Illinois (conditional), Oregon (conditional),
Maryland, Pennsylvania (conditional), Arkansas

Certified in 2000: Washington DC, Indiana, Kansas, North Dakota, Nevada.

States NOT Certified (representing 4.6 million children owed $24 million in unpaid child
support): California, Michigan, Nebraska (report pending), Ohio, South Carolina, and the
Virgin Islands

Conditional Certification for many states is due to the inability of their computer systems to
referrals and the lack of action by the U. S. Justice Department, few charges have been filed
under the federal criminal non-support statue. In 1995, charges were filed on only 82 cases. In
1996, charges were filed in 104 cases. In 1997, charges were filed in 212 cases. In 1998, charges
were filed in 249 cases; and in 1999, charges were filed in 396 cases. In 2000, charges were filed
in 405 cases. There are 7 million children owed $25 billion in unpaid child support with
interstate cases.

Poor customer service

The number one complaint that ACES receives from families is about state IV-D child support
agencies on our Hot Line report is that they are provided poor customer service from local
agencies. Families report that they are victimized by caseworkers who tell them, “What do you
expect, you went out and got yourself pregnant?” or “What did you do to make him so mad he
won’t pay?”. Not even one state has a system for notifying clients of actions taken on their case.
Families report that they are unable to understand quarterly distribution notices, if received, and
that there is no system in place for the notices to be explained to them. Families report that many
IV-D agencies restrict hours when they will accept phone calls from families to obtain or give
caseworkers information. This is a major barrier to families providing agencies needed
information about location and employment status of non-payors. We have not found even one
state which sends delinquency notices to non-payors when they miss a monthly payment.

Liens on property not routinely used

Only 15 states report routinely placing liens on property of non-payors. Twenty six states report
that placing liens is a difficult and technical legal action.

ACES, Association For Children For Enforcement of Support, Inc.
Page 10 of
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Suspension/ Revocation of licenses rarely used

Although proven effective, suspension or revocation of professional licenses is rarely used by any
states. Suspension/revocation of fishing and hunting licenses is rarely used by states. Most states
do not have any effective system for recreational license suspension/revocation. Several states
identify non-payors who buy fishing or hunting licenses and ask them to voluntarily report
themselves when making a license purchase at a local carry-out, sporting goods store, etc. This
has been very ineffective. Colorado recently did a study of suspension/revocation of driver’s
licenses and their reporting to credit bureaus for failure to pay child support. Support collections
increased 20% within the first six months following notices being sent to non-payors. Only a few
states have an on-going program for driver’s license suspension and /or credit reporting, and
often these states only make the threat of the action. Thousands may receive notices of potential
suspension but only a small percentage are actually suspended.

Expedited Process and Federal Timeframes are not being followed by state IV-D agencies

ACES members report a 1-3 year wait to establish paternity, 2 years to establish an order, 6-9
months for an income withholding, 6-9 months for court hearing, 1-3 years for modification, 5
years for medical support establishment and/or enforcement, 1 year for a Federal Parent Locator
to be done, and 1-2 years for action on interstate cases.’

Private Child Support Collection Agencies Prey Upon Desperate Families

« ] signed the contract with a private child support collection agency because the District
Attorney office had done nothing in two years to collect the $10,000 in child support due to my
children. I didn’t realize that I had given the company power of attorney so payments go to them
not to the DA then onto me. I didn’t realize the contract defined current support as back support.
1 thought the private collector would only get 33% of any back support collected as a recovery
fee. Instead, the contract gave them 33% and attorney fees so it added up to 44% or more of any
support collected. When I got my first check, and 44% was missing. I called to complain and
found out the truth. Now I have to hire an attorney to try to break this contract. I don’t have the
money to pay the attorney. How can this company advertize one thing and do another? . My
children are the real losers here and I was the pawn” ---- a caller to ACES Child Support Hotline
from Los Angeles, CA, Jan. 2001

Families entitled to child support enforcement services, who are mainly low income, face a new
problem- being preyed upon by unscrupulous private child support collection agencies. The
private companies are not licenced or regulated by state of federal laws because child support is
not considered a debt under the Fair Debt Practices Act. Private collection agencies have been
soliciting families via TV and Radio ads, promising much needed child support payments. Often
they require the custodial parent to sign a power of attorney and contracts which are adhesion by
legal definition. These contracts arc almost impossible to break, have many hidden clauses and

10 ACES annual membership survey (2000).

ACES, Association For Children For Enforcement of Support, Inc.
Page 11 of
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usually result in the family losing 40-50% of the child support due to them to the private
collector as a fee for services.

Private collection agencies for child support do not work any better than the government child
support agencies. These agencies do not and should not have access to confidential IRS
information. They should also not have access to state information such as: tax records;
employment records; worker's compensation records; and any other protected government
records. The private agencies collecting child support are currently not regulated. In fact, the
U.S. Supreme Court recently ruled that these agencies do not fall under the regulations of the
Consumer Credit Protection Act.

Custodial parents who have used private collection agencies have encountered many problems:

e The private collection agency collected payments from the non-custodial parent but never
sent the payments to the family. This is literally stealing money from the children.

® Private agencies have closed down and totally disappeared after custodial parents have paid
application fees of over $100.

® Private collectors take fees for money they had no part in collecting. For example: The
private collectors got paid by taking their 30% fee from an IRS refund that the state government
child support agency attached.

® TFamilies owed support have had to pay additional court costs and attorneys’ fees on top of the
34% fee taken from the child support collected.

® Defined current support as back support in the contract and included language wich states that
if even one payment no matter the amount is collected in the first 12 months the contract is
binding until all support due, current and back is collected. This binds the family to the contract
forever.

Thank you for allowing ACES to present this testimony.

Geraldine Jensen

ACES, The Association For Children For Enforcement of Support, Inc. receives $15,000 in

ACES, Association For Children For Enforcement of Support, Inc.
Page 12 of
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federal funding from the City of Toledo, Community Development Block Grant. We do not
receive any state government funding

June 6, 2001
Geraldine Jensen, President
800-738-2237

ACES, Association For Children For Enforcement of Support, Inc.
926 J St., Suite 1216

Sacramento, CA 45814

916-448-2004

2260 Upton Ave.
Toledo, OH 43606
419-472-0047

90 Pennsylvania Ave.
Massapequa, NY 11758
516-795-1785

ACES, Association For Children For Enforcement of Support, Inc.
Page 13 of
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Chart 4

COLLECTED BY STATE , UNDISTRIBUTED CHILD SUPPORT PAYMENTS
STATE Dec. 31, 2000 Dec. 31, 1999
ALABAMA $3,702,988.00 $3,264,610.00
ALASKA $3, 631,382.00 $1,747,989.00
ARIZONA Not available $9,506,700.00
ARKANSAS $3,593,031.00 $3,990,073.00
CALIFORNIA  $176,270,539.00 $127.,951,700.00
COLORADO $4,282,615.00 $625,475.00
CONN. $1,718,800.0 $1,381,554.00
DELAWARE  $4,551,948.00 $3,509,654.00
DC $1,734,501.00 $1,361,607.00
FLORIDA $41,704,057.00 $45,637,093.00
GEORGIA $317,413.00 $2,518,115.00
GUAM $3,365,040.00 $1,721,121.00
HAWAH $3,785,481.00 $1,220,932.00
IDAHO $129,504.00 $16,940.00
TLLINOIS $1,316,851.00 $261,935.00
INDIANA $14,000,594.00 $14,934,035.00
IOWA $4,499,764.00 $989,989.00
KANSAS $4,047,695.00 $327,474.00
KENTUCKY $11,276,489.00 $11,072,597.00
LOUISIANA $826,468.00 $387,290.00
MAINE $4,254,567.00 $4,464,573.00
MARYLAND  $10,786,404.00 $7,828,829.00
MASS. $11,252,358.00 $7,220,855.00
MICHIGAN $26,663,060.00 $28,818,050.00
MINNESOTA  $7,513,981.00 Not Available
MISSISSIPPI  $3,222.524.00 $2,800,100.00
MISSOURI $18,820,049.00 $14,273,822.00
MONTANA $ 933,690.00 $262,725.00
NEBRASKA $3,907,814.00 $98,217.00
NEVADA Not Available $1,555,070.00
NEW HAMP. Not Available $1,401,062.00
NEW JERSEY $8,258,611.00 $4,058,470.00
NEW MEXICO $2,356,732.00 $123,011.00
NEW YORK $57,464,975.00 $52,860,921.00
N.CAROLINA $8,952,542.00 $10,097,638.00
N. DAKOTA $2,196,554.00 $1,288,608.00
QOHIO $19,703,191.00 $19,070,984.00
OKLAHOMA  $1,404,426.00 $2,277,525.00
OREGON $1,552,068.00 $1,796,673.00
PENN. $17,140,468.00 $18,971,240.00
PUERTO RICO $4,275,058.00 $5,013,990.00
RHODEIS. $2, 555,282.00 $1,488,480.00
S. CAROLINA  $6,122,065.00 $5,013,990.00
S. DAKOTA $998,649.00 $715,738.00
TENNESSEE  $71,123,844.00 $72,480,009.00
TEXAS $28,301,977.00 $34,935,212.00
UTAH $763,059.00 $926,179.00
VERMONT $1,770,454.00 $1,622,436.00
VIRGIN IS. $396,784.00 $254,396.00
VIRGINIA $5,074,764.00 $4,714,466.00
WASHINGTON $2, 770,568.00 $3,099,927.00
WEST VIR.. $10,424,260.00 $4,278,930.00
WISCONSIN  $6,527,459.00 $7,179,526.00
WYOMING $2,638,832.00 $1,000,698.00

TOTAL UNITED STATES: $634,890,229 $560,713,864.00
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erving Ohio since July 1, 1871

An indep 3 D

JOHN F. WOLFE, Chafrman, Publisher and CED
MICHAEL F. CURTIN, President and Associate Publisher
BENJARIN J. MARRISON, Editor

Stare willfully deprived

If your head is reeling from the conflict~
ing numbers and downright bizarre reason-
ing offered by the Ohio Department of Job
and Family Services last week for intention-
ally withholding overdue child support from
parents who had been on welfare; you're not
alone. State officials have been about as
clear as mud in explaining how, why and to
what extent they've viclated the 1996 federal
welfare-reform law by bolding onfo support
paymenis  intended

for some of Ohios Thay should be held accountshle

neediest families.

And £ youre out fir inepedibly had judgment.

raged that a public

its neediest families

The Dispaich has beer among those
dogging the state to set up a comprehensive
child-support-enforcement tracking system.
But common sense dictates that this needed
funetion shouldn’t have been pursued:blind-
iy and at-the expense of the very families
who are to receive payments. State officials
were terribly shortsighted, not to mention
insensitive, in ignoring the big picture.

Compounding the confusion are the ques-
tions of who Lknew
what and when they
Inew it. Welfare offi-
cials say they kept
Gov. Bob. Taft ap-

agency, one whose
very name makes clear that its mission is to
serve Ohio families, instead knowingly kept
money from those. families for years as it
dithered over computer problems, yow're in
good company. Those are about the only
responses possible in the face of sich arre-
gance and. mispriotitization by state offi-
cials. .

" The Dispaich disclosed last ‘week that
the state .vi ignored a portion. of the
1996 federal welfare-reform legislation that
reduced how much money states could keep
from overdue child-support payments from
noncustodial parents to offset. welfare pay-
ments to custodial parents. Instead, Ohio
continued to operate under a more stringent
1988 law that allowed states to keep more of
this money.

The Department of Job and Family Ser-
vices said the newer law was ignored as
state officials chose o concentrate on estab-
ishing 2 computerized Support Enforce-
ment Tracking System. Department officials
have acknowledged they were intent on
avoiding federal penalties for failing to have
a statewide iracking systemn. What's trou-
bling is that this is viewed as. some sort of
excuse for the department’s director, Jacqui
Romer-Sensky, and her predecessor, Amold
Tomipkins, to skirt the law, diverting money
from- needy children to spend on computers.
Tustead, they should be held accouniable for
what, at the very least, was incredibly bad
judgment. And this while the state sits on a
huge pot of unspent welfare doflars: —
$721.6 million, as of Sept. 80.

prised of the pending
problem, even as they failed to correct it.
Taft’s spokesman said the governor first
learned about the problem last week after
reading The Dispatch’s first story on the
scandal, and that acromymdittered memos
that Romer-Sensky sent Taft eazlier on the’
matier were incomprehensible.

If that was the case; why didnt the
governor seek clarification : from Romer-
Sensky as to what she was trying to tell him?
And when she didn’t hear back from: Taft on
the issue, why did she not pursue it with his
office?

When these questions seem so painfuily
obvious to the lay person, how could these
in charge of public money have failed to
raise them? .

Adding further to the confusion and justi-
fiable anger of custodial parents denied
support payments rightfully theirs is that top
state-welfare officials apparently are-unable
to explain how they came up with the figure
of'$8 million they say was improperly with-
held from families.

Taft is right 16 take personal responsibil-
ity for correcting these shameful errors. He
also should take a close look at the people
running his Department of — and this term
is used loosely — “family services,” Job and
Family Services and determine whether the
way Romer-Sensky and other top officials
there have handled this issue meets their
responsibilities, the letter of the law and the
public’s needs. If they have fafled in these
basic duties, they should be held account-
able. . |
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SPECIAL REPORY

TECH DEAL BYTES TAXPAYERS

State spends millions of dolfars on outside
technology consultants

Y JiM PROVANGE
BLADE COLUMBUSAUREAL

COLUMBUS ~~ The web site for Chi:
cago-based Accenture ealls
OhioWorks.com “a glimpse.
Century electronic government.”

‘The nation's largest fechnologieal con-

Afing company, which earned more
“.__.nan $10 billion last year, describes how
the Internet “portal for the state of Ohio”
was supposed to work, matching. jobs
with potential workers and fracking
employment - irends.

Bul Accenture, formerly Andersen
Consulting, doesn’t mention that Ohio
Works doesr’t work — at least not to the
state’s. satisfaction.

The' price tag for Accenture’s Ohio
Works contract, awarded in 1997 and
expanded and renewed since — without
cqm_petiﬁve bidding — has reached $51

Ohm was dragged. kicking and
sereaming: by - the: federal governmen
inte replacing its 88 county-run chnld

support collection-and dishursement sys-
tems with' one automated; statewide. sys- -

tem:

After un.ssmg federal deadhnes and

1g $43 mlll.\onm fines; the last county.
went: online. Q)

‘The largest uf ﬁ)ur technology consii-
fants setting up the $300 million system
i5 American Management Systems, - Inc.,

. based in -Fairfax, Va, with 9,000
£mployees patishwide: Since "1996; the.
price tag for' AMS involvement has sur-
passed $62" million.

The Ghio Works and ¢hitd-support. con-
suiting contracts. .~ working for' the
state’s Job. ahd’ Family Services depart-
ment and" its- predecessors. —- are a.
mierocosm of a-state: government ‘that
relies heavily on expensive:outside- con-
sultants . wher it. comes “to’ high-tech-

nology heavy lifting,

“ob and Family Services — a $10

oma-year agehcy overseeing welfare,

o=

of the 21st

epmiicn ot dt ;
the $62.4 million paid to American Manageme:
hecause the state couldn't hire encugh eomputer workers to build and
‘maintain. its-own cmld—suppcn system

nt siems—

Amowsst paid to7

American R 240 113

81
Management’ - . “milfion:, :

" Systems:

FOTAL -
$62,4 MILLION"

- far thelargest

Medicald, ]()b training child cam,
tion; i

posc
1397 1988 1933 2000 200 d

1, BLABE BHOTO LUSTRATION

other federal and state s —Ii§

it

nology: consultants,

Seven out of 10 workers f the: de]gﬁazrt

“an. information techiology- post“with: a

ayear tofil)

consulr.ant rather than:- with” a::state

ment’s 1,000-

mation. Services. staff ‘are. not state:

employees.. Most' work -for."American
Management Systems, billing the state
hourly rates ranging from-$64 to more
than $200. ‘That compares with the

Ebr every 7.4 ‘technology emplayees on
the state payroil, there s one-contract.
ing to the Ohio Dep:

See TEDH, Page 8P i
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Mr. HogrN. Thank you very much.

Now, we are going to go on 5 minutes for the Members. We will
start with the ranking member from Illinois, 5 minutes. Then Mr.
Bilirakis will have 5 minutes and back and forth so we get the
questions out of us and the information out of you.

The gentlewoman from Illinois has 5 minutes.

Ms. SCHAKOWSKY. In Illinois, you are right, Mr. Primus, the Gov-
ernor vetoes a bill that would have allowed more than $50 to go
to parents who receive TANF, but also then they don’t receive it
through child support payments. They just get the flat $50.

That $50 goes to support the entire child support collection sys-
tem of Illinois, which serves not only low-income children, but also
all children who are receiving child support. So, you have poor kids
really subsidizing this child support system. Also, 10 percent of the
money then just goes to run activities of Illinois government.

It seems to me that one of the rationales requiring—as does Wis-
consin, by the way—my understanding is that there is a Federal
waiver in Wisconsin so that all money collected for families on pub-
lic aid goes to those families and that Wisconsin, which is experi-
encing a 90 percent drop in welfare caseloads, didn’t penalize a per-
son’s cash grant due to child support.

So, it seems to me that if some States, Wisconsin, Vermont, and
Connecticut could get that Federal waiver, that surely we ought to
figure out some way for more of that money to be able to go to
those children and it would be an incentive for the working parent
to provide more child support, knowing that more than $50, in the
case of Illinois, is going to go directly to the children and would en-
courage, also, the custodial parent to help find the other parent to
contribute to their support. That is one question.

The other was, I am trying to understand how that interfaces
with the Cardin legislation and if that is what this addresses, that
more money would go to the kids?

Any one can answer that.

Mr. PriMUS. Yes. The Nancy Johnson-Ben Cardin legislation of
last year speaks directly to the issues you have raised. I agree with
Geraldine. I think one of the chief problems in the system right
now is the distribution rules.

I defy anyone to explain those in cases where the arrearages
have been accumulated before the mother went on welfare, what
happens to arrearages accumulated while she was on welfare and
then afterwards. So, the Johnson-Cardin legislation of last year
would have done two primary things. It would have said, “When
we intercept the IRS refund check, if the mother is owed money or
the State is owed money, you must give it to the mother first.”

That was a mandatory provision and Nancy Johnson was the pri-
mary sponsor of that.

Congressman Cardin added another provision which would have
gone to your Illinois example and said, if the State disregards—
right now if the mother is on welfare, half of the child support, in
some cases more, goes to the Federal Government, regardless of
what the State does in terms of disregarding the child support and
calculating the TANF payment.

What the Cardin amendment would have done is said if the
State of Illinois wants to disregard $200, then it no longer has to
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send to the Federal Government $100. It participates in the cost
of providing that assistance to the mother.

I think all of us would agree that really is the legislation that
you want to support. I think that would do a lot for the system.
We need to simplify these distribution rules.

Ms. SCHAKOWSKY. In a June 4, 2001 article in the Chicago Sun-
Times, it mentions there is enormous dissatisfaction right now with
the State disbursement unit. It seems that, though, is in compli-
ance with fairly new Federal regulations that require disbursement
to go on this way.

Did we create a system that further exacerbates the problem? Is
that what we have done, in your view?

Ms. JENSEN. Yes. The State disbursement unit has caused many
more problems in States that have a State-supervised county-run
system. In those States in the past, mainly the county clerk of
courts disburses payments.

Instead it said we will have one place that all the payments come
into and go out of. The vendors that were hired in many States did
a very poor job. Those payments went in and they couldn’t identify
which families to send them to. There have been many problems.

We would like to see reform to that system that would allow
States to let money come in locally and just send the records back
and forth. Right now, in places like Michigan, money comes into
the State disbursement unit. They then take the money and send
it to the county friend of the court who then sends it to the family.

It seems to us they should send the money to the family and
send a record to the county so that they quit passing this money
between agencies.

We also would like to see it easier for people to pay, so that you
could pay with your credit card or your ATM card at the bank.

Mr. HORN. Thank you. We will get back to that.

The gentleman from Florida, Mr. Bilirakis, 5 minutes.

Mr. BILIRAKIS. Thank you very much, Mr. Chairman.

I want to thank the panel, and I mean that sincerely. We get so
darned frazzled sometimes, and often our intentions don’t always
make it into the legislation.

I said at the outset, that there are a lot of loopholes and a lot
of corrections and improvements that need to be made. I have no
pride in authorship.

If the only thing that comes out of this hearing and the introduc-
tion of our legislation is prudence, then I think it is worthwhile.

I guess one of the questions I would ask Ms. Jensen is what hap-
pens to the money that is collected that doesn’t get down to the
families, to the children?

Ms. JENSEN. The States have not been able to give us a good an-
swer. Most of them can say that a portion of it is unidentified.
They don’t know which custodial family to send it to. We ask them
to do the Federal parent locator to find the custodial parents be-
cause, you know, they are not hiding. They would want these pay-
ments.

The other money, I just think they need to be better monitored
and they need better fiscal controls because it is very hard to deter-
mine where the rest of those un-issuable payments are going.
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Mr. BILIRAKIS. I am sure we could try to help in that regard. I
just want to point out, do we want grant money, Federal taxpayers’
grant money, to go to Creators for Literary Publishing, cultural fes-
tivals and various types of artistic and cultural exhibits given by
the National Endowment for the Arts?

When those people have been bad actors in terms of not caring
enough about their children, do we want money to go to venture
capitalists as Ms. Jensen mentioned for the creation of high-risk
technologies given by the National Institute of Standards Tech-
nology? Do we want money to go to developers for modernizing or
purchasing land, building or machinery given by every one of these
departments and agencies when there have been bad actors?

Do we want grant money to go to creators and inventors for
projects that present to the public conservation of art exhibits,
again the National Endowment of the Arts? Do we want money to
go for the construction of doctors’ offices?

Ms. Jensen shared this with us. I find it hard to believe that we
spen‘cd money for it. I have been here 19 years and I still get sur-
prised.

Money to doctors for constructing medical facilities, incorporating
new construction concepts given by HUD? I mean, do we want Fed-
eral dollars to go to those types of people making applications for
grants and getting them when in fact they have been bad actors
as far as their children are concerned?

That is really the intent of our legislation. I want to apologize
that we didn’t make that clear. Obviously the way it is worded, as
you and I have said, the intent is not there.

We are not talking about the impoverished. We are not talking
about people on Food Stamps. We are talking about people who
clearly earn enough to support their children and are coming to the
Federal Government as bad actors, getting these grants.

I guess I would ask the question: Would you all support this leg-
islation, more fully if it focused on Federal loans, loan guarantees
and grants rather than Federal assistance in general? Of course, it
would more clearly define good cause to include economic necessity.
That is a little bit tough because it is ambiguous but that can all
be worked out.

Let me ask the question. Mr. Fuentes.

Mr. FUENTES. Congressman Bilirakis, there is no question that
we share the goal.

Mr. BIiLIRAKIS. But would you support that type of legislation?

Mr. FUENTES. I would say that the administration would be
happy to review any revisions and modifications to the proposal
that you put forward and get back to you with a very thoughtful
and constructive response.

Mr(.1 HoORN. Without objection, it will be put at this point in the
record.

It seems to me it is very simple. You either say artists can go
out and leave their kids in the gutter and you people getting HUD
grants can go get them and they are left on the curbs. So, it is very
simple, yes or no?

Mr. Penn.

Mr. PENN. We support the objective of the legislation. Our only
concern is with the way you implement it. If we can find a way to
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implement it that doesn’t overly burden the effectiveness of the
programs, we would be happy to support it.

Mr. BILIRAKIS. Just a little line or two on an application form.
Mr. Hatcher.

I am sorry, Mr. Chairman.

Mr. HorN. No. I just wanted to get it going down there. You
asked a question. Let’s see if it is yes or no.

Mr. HATCHER. Thank you, Mr. Chairman. I will start with “yes,”
but add clarification. We definitely support the intent that Mr. Bili-
rakis has described and would not like to see those types of serv-
ices going to parents who can afford to pay child support and who
aren’t paying child support.

We still do have concerns on the timing questions and the ability
to implement additional penalties at this time.

If T could use an example, I just bought an old house that I am
trying to fix up. I get restless as I move from one room to the other
room. I start tearing into something and then I get bored with that
project and pretty soon my whole house is a shambles. Now, I have
? ngw baby and it is a mad house. Nothing ever gets completely
ixed.

So, our concern here is that we really spend the limited resources
of State child support programs to fix the current things that need
to be fixed rather than trying to implement new programs.

Mr. HORN. Mr. Primus.

Mr. PrimUS. We also support the intent of the legislation. But I
guess we really question the effectiveness. I mean, if it is a bad
actor and you just have a line on the form, I am not so sure that
does much. I worry that we will create more cost trying to route
out the bad actors, as you put it.

I would rather see those moneys and efforts spent making the ex-
isting tools more effective so we weed out the bad actors before
they even get around to applying for any Federal grants.

I also share some concerns, you know, if you have a farmer who
is behind, but he is behind for other reasons. Then you have to sort
out whether he should get assistance or not. I am not so sure we
should put that burden on every program that supplies assistance.

I would rather focus on getting the current tools working and
working better and getting this system funded better.

Mr. HORN. Ms. Jensen.

Ms. JENSEN. Yes, absolutely. We believe the certification process
will help based on the experience of when the law was passed for
revocation of drivers’ licenses. For example, the State of Maine just
sent a letter out to people telling them that they can lose their li-
cense and they collected millions of dollars.

So, just bringing this to people’s attention and saying that the
Federal Government is concerned about this issue will have a big
impact for the children.

Mr. HorN. OK. We will now move back to the ranking member,
Ms. Schakowsky, for 5 minutes of questioning.

Ms. SCHAKOWSKY. Thank you, Mr. Chairman.

Mr. Fuentes, does the Secretary of HHS support the Johnson-
Cardin legislation?

Mr. FUENTES. My understanding, Congresswoman, is that Sec-
retary Tommy Thompson has gone on record as supporting sim-
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plified distribution and that there are a number of proposals. The
Department, I believe, is reviewing the bill and at the appropriate
time will provide an answer to that.

But there is no question that he is very supportive of simplifying
and certainly helping welfare families become self-sufficient and re-
main self-sufficient.

Ms. SCHAKOWSKY. So, at this point do you have any legislation
addressing this issue that is being promoted by the Department
and the Secretary or are you in the process still of considering it?

Mr. FUENTES. The administration is in the process of considering
it.

Ms. SCHAKOWSKY. We are reauthorizing TANF this Session, are
we not? Might this be part of that?

Mr. FUENTES. We will see exactly what the best approach might
be. Certainly the consideration of TANF reauthorization will be an
opportunity to touch on many of these areas.

Ms. SCHAKOWSKY. Ms. Jensen, regarding the issue of the State
disbursement unit, you suggested a number of corrections that
could be made. Are these incorporated in any legislation right now?
Is there any activity now in either body?

Ms. JENSEN. The only legislation I am familiar with is the thing
that everyone has been talking about, the Johnson-Cardin bill. I
think we have a need for some new laws to deal with some of the
problems that have come out of the State disbursements units,
with timeliness of payments and unclaimed funds and all those
other issues.

Ms. SCHAKOWSKY. In Illinois, a committee of the legislature, a
task force of the House of Representatives, which I used to serve
on, was created. They are going to hold hearings on whether to cre-
ate a new State agency with child support its sole responsibility.

One of the Republican members was quoted as saying that this
program is broken. It doesn’t need another band-aid. It needs ei-
ther a private contractor or it needs a director to go to Washington
and say, “Look, the old system worked fairly well. This new system
has been a disaster.”

What would you say about that characterization around the
country of this system?

Ms. JENSEN. We have been very involved in Illinois with the task
force and with the need of moving child support out of the Illinois
Department of Public Aid and into a different State agency where
it is a priority. We think that would help a great deal.

We do need to be computerized. It is amazing that in this cen-
tury child support is not yet computerized in States effectively.

So, I don’t think we need to go backward, but they do need to
make sure that the computer systems for payments distribution,
for tracking cases actually work and help families instead of hurt-
ing them.

So, there needs to be a tooling of that system to get it up and
running.

Ms. SCHAKOWSKY. Are you talking about just Illinois or in gen-
eral?

Ms. JENSEN. I am talking throughout the whole country. The sys-
tem they setup was that each State developed its own computer
system. So, California and Michigan and, I forget the other State,
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Ohio is not certified but is in the process of getting certified, along
with Nebraska.

Those systems are all going to need to be updated at different
times. They are all different from each other. So, the Federal Gov-
ernment, if it continues to fund this, is going to pour millions and
millions of dollars into something that doesn’t work and probably
has no hope of really working.

Plus, the systems don’t talk to each other. It would make much
more sense to revisit that whole issue and maybe adopt one system
that all the States used, kind of like everyone using Windows.

Ms. SCHAKOWSKY. It seems so reasonable. The Department of
Public Aid has said, “Non-payment of child support is a primary
reason almost half a million children in Illinois receive welfare.”

The Federal role is so critical here. I would certainly like to work
with everyone, Mr. Bilirakis and everyone, to see if there isn’t
something that we can do, particularly with perhaps this new op-
portunity with the TANF reauthorization, although it certainly ex-
tends ﬁeyond that, to come up with something that is really going
to work.

This is a persistent problem that doesn’t defy solution. We just
have to come up with a better one. Thank you.

Mr. HORN. The gentleman from Florida, Mr. Bilirakis, 5 minutes.

Mr. BILIRAKIS. Thank you, Mr. Chairman.

You know, we have talked about improvements made over the
last few years. God knows that has been the case and we are very
grateful for that. Ms. Jensen shared with us about how collections
have been improved. But an awful lot of that money, as much as
half a billion dollars, is really not going down to the children.

HHS has furnished us with State breakdowns. So I guess a ques-
tion ought to be raised as to where that money went. Where is it?
It was intended for a certain purpose.

Mr. Chairman, not belittling any of these other areas, and the
ranking member is quite correct, if we don’t improve the collection
and distribution process, getting it to where it is supposed to go,
we are not really accomplishing very much.

I still say that there are people out there who are receiving Fed-
eral dollars who are not impoverished, who are not on Food
Stamps, who can well afford to pay child support for their children
and who are not doing it.

There seems to be a reluctance to supplement all of the good
things that are now taking place by basically having a certification.

Now I assure you, and I guess we all have different opinions in
this, but we are talking about people who are, doctors, lawyers, en-
gineers, scientists, painters. We can go on and on here.

I don’t think that they would be willing to sign a statement
under oath to the effect that they have not followed the law in
terms of their children and still go forward and try to get Federal
dollars.

In any case, the point of the matter is that I don’t think we
ought to get away from the purpose of the legislation and that is
to prevent those kinds of people from getting Federal dollars.

The purpose is not to go after the impoverished and people on
Food Stamps or welfare. As far as farmers are concerned, there are
an awful lot of big farmers out there who get a lot of subsidies and
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Federal loans who may be bad actors. Is it intended to reach them?
You are right it is. I think so.

Thank you, Mr. Chairman. I appreciate very much your giving
me this time.

Mr. HORN. Well, I agree with you on those last remarks. I
wouldn’t give them an inch.

Let me get down to the Federal Parental Locator Service. Under
whose responsibility is that? Mr. Fuentes.

Mr. FUENTES. Yes, that is an activity of the Office of Child Sup-
port Enforcement.

Mr. HOrN. How many employees are currently assigned to up-
dating and checking the Federal Parental Locator Service and asso-
ciated systems?

Mr. FUENTES. Federal employees, we currently have 12. We have
123 contractor staff working specifically on that system.

Mr. HORN. And that is spread out over all 50 States?

Mr. FUENTES. The 12 Federal staff and the contractors are
housed specifically in Washington and the surrounding area.

Mr. HORN. OK, so all the work is done here.

Mr. FUENTES. It is all done here, but it is communicated on a
regular automated basis with all the States.

Mr. HORN. How long does it take to verify whether a person is
listed on the Federal Parental Locator Service? How long does it
take; 5 seconds; 5 minutes?

Mr. FUENTES. It is a very quick process. It is instantaneous. It
really is tape-to-tape. All of these machines have their data bases.
The work that is done is actually creating matches between numer-
ous data bases and then providing the State the necessary informa-
tion.

Mr. HORN. Now, is there ever a breakdown on this or how does
that work?

Mr. FUENTES. From time to time there are systems failures in
terms of the computers, but there are redundant and backup sys-
tems. We utilize the data system at SSA, which is state-of-the-art.
So, as soon as one system or one series of computers go down, there
are those that back it up. So, the matches are continual. They go
back to the States on a daily basis.

Mr. HORN. Do we know what type of person is locating this? Is
this a city or a county where the welfare department is delegated
or where Federal agencies—what is the profile of people that you
are serving?

Mr. FUENTES. That we are serving?

Mr. HORN. Yes.

Mr. FUENTES. Our primary clients are the States. The States pro-
vide us on a regular basis information from their State case reg-
istry, their requests for the locator service. Within 20 days of a per-
son being hired, the employer must provide certain information to
the State and then the State automatically provides that to our
data base.

Mr. HORN. Are there any lawsuits or anything where people have
tried to interfere with that and say, “What do you mean? I am enti-
tled to that million dollars of Federal taxpayers’ money and I can
still not give a dime to my kid.”

Mr. FUENTES. Not to my knowledge, sir.



96

Mr. HORN. No lawsuits on that? Sometimes there are weird
groups.

Mr. FUENTES. In the last 15 months that I have been there, 1
have learned all manner of kinds of groups. But the fact of the
matter is this has not happened.

Mr. HORN. Now, with some of the States not having much of a
system, should we just do it for them? What would we miss if it
weren’t the States that was doing it?

Mr. FUENTES. Sir, we are working with all of the States in bring-
ing their systems up. All but four States are certified for the FSI-
88 requirements. We have just finished full certification of six
States for the PRWORA requirements. We have a number of other
States ready to be certified.

We continue under the current arrangement to provide technical
assistance, but also, where necessary, invoking the penalties if
States are not moving on the timeline that they are required to.

Mr. HORN. Where is California in all this? As I remember a cou-
ple of years ago, the Los Angeles District Attorney, which rep-
resents one-third of the State of California, which is 32 million peo-
ple, they have 10 million. The smaller counties didn’t want to have
the same computing ability that the Los Angeles District Attorney
had.

I am just curious about what happened on that. Have you been
in the middle of that?

Mr. FUENTES. Well, sir, the way that has been working out, Mr.
Chairman, is that in working with the State of California, because
of the circumstances that came about there and the desperate con-
ditions, the State legislature created a separate agency for child
support enforcement. It removed responsibility from the counties
and provided it to a statewide agency. I believe by this October all
of the personnel working in the District Attorney’s Offices or other
county offices across the State will now be part, officially part of
the new child support agency.

In addition, working with them on their automated systems, we
have been supporting an interim system of six, taking all of the 58
counties. Am I correct?

Mr. HORN. Yes, 58.

Mr. FUENTES. Taking all of the 58 counties, the State probably
had 50 different approaches. We have taken an interim step to get
one system in place because it is a very laborious and time-consum-
ing process.

We have authorized six systems so any one of the counties can
now come on to one of the six approved systems. They are approved
because they meet the criteria laid out in PRWORA and FSA-88.

The State has indicated by 2006 that they will have a statewide
system across the country. However, again, because we implement
the law, California this year paid $113 million in penalties. Until
their system is up and running or unless those requirements
change, those penalties will continue to be invoked.

Mr. HORN. Where does that money go to, the U.S. Treasury?

Mr. FUENTES. Currently, it reverts to the Treasury, sir.

Mr. HorN. That is a good place for it to revert. Thank you. I am
sorry my people in California don’t seem to know what they are
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doing. But that is not the only issue they have out there. So, if you
are going to go out there, take a candle with you.

Mr. FUENTES. If T could just add something, because we have
talked about the undistributed collection issue and I would just like
to take the opportunity to share with you what the Office of Fed-
eral Child Support Enforcement has been doing about that issue.

First, it was the No. 1 priority the last fiscal year and it remains
this fiscal year one of our top three priorities.

Second, just as recently as yesterday morning we were meeting
with the IV-D Director Association in a panel discussion that was
all morning long in identifying approaches to resolving those undis-
tributed collections.

We have also come to understand, because of the attention we
have put on it, both with the States, but also nationally, that at
any given time about half of that money is explainable. The Fed-
eral tax offset requirements includes a provision for the injured
spouse. So, States routinely hold that money up to 6 months. So,
half of the undistributed amount is allowing time for an “injured
spouse claim” to be processed and acted on.

We are still working with the States through a task order that
we have offered to identify best practices and to provide technical
assistance to them on how to reduce that other half of the amount.

Mr. HorN. That is very well said. My last question, because we
have two votes on the floor. Ms. Jensen, I am curious, you sug-
gested in your testimony that custodial parents should also be list-
ed in the Federal system so they could be located for issuing child
support payments.

What would it take to accomplish that?

Ms. JENSEN. It would take a regulation from HHS. They already
have all the names and Social Security numbers of the custodial
parents when you apply for services. It would just be a regulation
requiring the States to use that tool to track down parents that
they need to find to get this money to.

Mr. HorN. Well, we thank you all. You have all been great wit-
nesses. We appreciate your answers to the questions. The majority
staff and the minority staff might well have questions to send to
you. If you would be as nice on those questions as you were on
ours, they will put it in the record at this point.

With that, we are in adjournment.

[Whereupon, at 11:45 a.m. the subcommittee was adjourned, to
reconvene at the call of the Chair.]
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